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ABSTRACT
TRACKING THE FORMATION OF STRATEGIES
IN A MULTI-NATION
ENTREPRENEURING FIRM
A CASE STUDY;
PET HOLDING
BY
CEMİL DÎREKÇİ
SUPERVISOR: ASSOC. PROF. OĞUZ N. BABÜROĞLU
SEPTEMBER, 1995
The term entrepreneur and entrepreneurship gained special importance especially during the last 
decade. In fact, at the beginning of twentieth century some economists argued that 
entrepreneurship is the fundamental phenomenon of the economic development. Thus, subject is 
not new but seems to need research on it.
In this study, we will try to find out formation of strategies in a multi-nation entrepreneuring 
firm, by viewing strategy as consistency in actions.
Keywords: Entrepreneur, Entrepreneurship, Strategy Formation, Multi-Nation Firm
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ÖZET
ÇOKULUSLU MÜTEŞEBBİS BİR FİRMADA 
STRATEJİ OLUŞUMLARININ 
KRONOLOJİK TAKİBİ 
BİR FİRMA İNCELEMESİ:
PET h o l d in g
CEMİL DİREKÇİ
TEZ DANIŞMANI: DOÇ.DR. OĞUZ N. BABÜROĞLU
EYLÜL, 1995
Müteşebbis ve müteşebbislik terimleri özellikle son on yılda giderek önem kazanmaya 
başlamıştır.
Esasen, yirminci yüzyılın başında bazı ekonomistler müteşebbisi ekonomik gelişmenin temel taşı 
olarak tanımlamışlardı. Konunun bu kadar uzun süre gündemde kalması önemini ortaya 
koymaktadır ve daha fazla incelemenin yapılması gereğini düşündürmektedir.
Bu tez çalışmasında, çokuluslu girişimci bir firmada stratejilerin oluşumu stratejilerin firma 
eylemlerindeki tutarlılık olarak kabul edilmesi yolu ile incelenecektir.
Anahtar Kelimeler: Müteşebbis, Girişim, Girişimci, Müteşebbislik, Strateji Oluşumu, 
Çokuluslu Firma
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I.) INTRODUCTION
Pet Holding is a multinational company operating primarily in Turkey, Germany, Russia, 
Azerbaijan, and Kazakhstan. However, the exact number may change b\· the time this thesis takes 
its place in literature since the company maintains connections in several other countries. We 
expect some of them to be operational in a few months.
There are 22 firms operating under the roof of Pet Holding. Thirteen of them are in-group 
companies and 9 of them are participation. Holding's owners classify their 22 firms into three 
main categories: construction, international trade and petroleum extraction.
In this MBA thesis, I will try to carry out a dual purpose. The major goal of the thesis is to increase 
our understanding of how strategies form in an organization and contributing literature in the areas 
of entrepreneurial organizations. The other goal of this research is to document the history of the 
organization, in terms of strategic point of view.
Pet Holding may be called an entrepreneurial firm. As I will explain in detail later, the president of 
the holding is also its founder. Given this nature of the firm, we expect this research will help to 
increase our understanding of strategy making in an entrepreneurial firm.
Organizations facing turbulent environments need flexibility in their structure. In such a situation, 
adhocracy is the most suitable model in rapidly changing environments. In turbulent environments, 
an organization has to have flexibility. Innovation and quick response features are necessary to 
remain competitive.
Entrepreneurial “simple” structure and “adhocracy” concept for turbulent environments of 
Mintzberg (1973,1974) is an interesting structural match that can be seen in Pet Holding. Pet 
overwhelmed this obstacle by introducing partners. This point is deeply analyzed in chapter 7, a 
grounded theory of entrepreneuring in difficult environment.
On the other hand, Pet Holding is a successful example of an explorer company. Pet Holding has 
business relations with the former Soviet Union for more than eighteen years. For this reason, 
historical documentation of the company is assumed to be helpful to entrepreneurs planning to do 
business in these countries. Consequently, historical documentation of important decisions and 
events becomes the secondary goal of this thesis.
This research is guided by a view of strategy as a pattern in a stream of decisions and actions, 
which Mintzberg proposed in 1978. The methodology employed in this thesis is tracking all the 
decisions, actions and events for nineteen years beginning with the foundation of Pet commerce 
bureau which is the first business enterprise of the group.
Main steps of research methodology are given by Mintzberg & Waters (1982). Authors followed 
this methodology with some necessary modifications, which will explain in detail.
Tracking the strategies of an entrepreneurial firm caused researchers to face some problems. 
Because of the informality of firms and absence of written records, it was hard to find relevant 
data. In fact, some of the records were confidential and company officials did not want to give those 
records. Researchers increased the number of interviews with staff to close the logical gap between 
events and achieve theoretically meaningful conclusions.
In chapter II the methodology is explained in detail to increase the readers more familiarity with 
the theoretical side of the project. In addition, literature surveys of some similar projects are 
summarized.
In chapter III, Germany, Turkey, and the former Soviet Union are analyzed in strategic points of 
view. Since Pet Holding is a multinational company, trends in the those countries are expected to 
effect them deeply. Therefore, we have tried to analyze whether there is a correlation between Pet 
Holding’s rise and changes in those countries.
In chapter IV, the last 20 years of relations between Germany-Turkey and Turkey-USSR are 
presented. The effects of relationships over business life are also investigated.
In chapter V, the biograph\ of Mr. Koksal. who is the founder, is given briefly. We see that his 
bold, entrepreneurial, and risk taking personality has routes going back to his childhood.
In chapter VII, the history of Pet Holding is documented. Accordingly, inferred strategies are 
presented in graphical form. Then, major periods are investigated. Conceptual interpretation of each 
period is given. Periods in the Pet Holding’s history are named as the common turning points. 
Interested readers may analyze appendices for more information on graphs. These graphs have 
only symbolic meaning. The aim of these graphic representation is only to show reader changes in 
any strategic area. Therefore magnitudes of variables is not important.
In chapter VII, our findings and contribution to literature is presented under the name of “ A 
Grounded Theory of Entrepreneuring in Difficult Environments”.
Results of the research are compared with previous researches. Similarities and differences are 
analyzed in conclusions. Limitations and shortcomings of the study is given. We address some 
topics that the interested readers should investigate for further research.
CHAPTER II.)
THEORETICAL BACKGROUND:
METHODOLOGY AND LITERATURE REVIEW
SECTION I.) METHODOLOGY
2.1.1) INTRODUCTION:
There are some similar research projects undertaken especially by Mintzberg and Waters of Me 
Gill University. Canadian retail chain Steinberg Inc. (Mintzberg &Waters 1982) Canadelle, a 
manufacturer of women undergarments (Mintzberg and Waters 1984),. Arcop, an architectural 
firm (Mintzberg et al. 1983). Air Canada, Asbestos Corporation, The National Film Board of 
Canada are some examples of previous researches.
2.1.2.) METHODOLOGY:
A step by step “recipe” is proposed by Mintzberg & Waters, as a summary of their experience 
resulting from over ten similar jobs done. 1 want to give their modifications
respectively.
2.1.3.) STEPS IN RESEARCH ON STRATEGY FORMATION
2.I.3.I.) Stage I: COLLECTION OF BASIC DATA
. Gain overview of the organization and its industry 
. Make a rough pass at the key strategic areas
. Collect data to develop chronologies of decisions, actions, trends and events 
. Collect available reports and analyses of significant decisions and issues 
. Conduct interviews 
. List chronologically:
a) The decisions and actions by strategy area
b) The environmental events and trends
c) The results
At this stage, we experienced problems based on the scarcity of printed materials. Therefore we 
increased the number of interviews to close the gap between the proposed stage and our situation.
2.I.3.2.) Stage II: DETERMINATION OF STRATEGY PATTERNS
For each strategy area, infer related strategies and graphs
Depict them on a common time scale
Scan all of these graphs and try to find concurrent changes
As mentioned before, Pet is a Holding company. Therefore, it was difficult to isolate its 
strategies in one of its businesses. We tried to find out relations between holding's corporate 
strategy and business level strategies.
2.I.3.3.) Stage III: ANALYSIS OF EACH MAJOR PERIOD
. Investigate intensively each period of strategy including the forces that shaped the
period
. Analyze each period theoretically
2.I.3.4.) Stage IV: THEORY BUILDING
This is the part of the project where the hypothesis and conceptual insights on the strategy 
formation are generated. To achieve the hypothesis generation level, it is necessary to interpret 
the findings in conceptual terms.
Stage four can also be divided into four steps: 
. Review periods by strategies 
. Characterize each period 
. Diagram for each period 
. Analysis of the whole study
It we summarize, this research project uses the methodology proposed by Mintzberg (1978) 
widely, yet with some necessary modifications. Scarcity of printed materials forced us to 
increase the number of interviews to close the gap between some events. On the other hand, 
availability of printed materials also creates another problem. For instance, we could not get the 
minutes of yearly strategy meetings.
In addition, since. Pet Holding is a multinational company, it is hypothesized that it can be 
affected from changes in any one of the countries that it operates. By this argument, political and 
economical changes in USSR, GERMANIES and TURKEY are analyzed extensively.
To make the founder of Pet Holding, who is the entrepreneur, frequently mentioned in this study, 
a more active revising methodology is employed. In this methodology, a rough draft of paper 
was given several times to Mr. Kdksal and his ideas and corrections were taken.
In chapter VI, graphs of inferred strategies are presented. Inferring strategies are mostly on 
intuitive processes. Therefore, several “ brain storming “ sessions were run by group members to 
discuss a pattern seen in any strategy area. In this process, graphs related to each strategy area 
drawn. We tried discover, if there is one, the relationship between strategies.
After a rough draft of graphs was drawn, we showed them to Mr. Kdksal to get his idea. 
Therefore at this stage, another revision was done.
At the conceptual interrelation section, to summarize events in a period within causality 
relationship framework, all the possible events were written. First, we separated all events into 
four, based on their main areas of concern: strategies, leadership, organization and environment. 
Then we tried to find out which factors effect each other and in what way. In addition, we tried to 
detect whether there is a mutual infection or not.
SECTION II.)
2.2) REVIEW OF RECENT LITERATURE ON ENTREPRENEURSHIP
2.2.1.) INTRODUCTION:
At the beginning of this project, we have to make a distinction between intended strategy and 
realized strategy. The distinction between these two can easily be seen in the symbolic 
representation below, 
representation below.
Strategy
In this context, the term unrealized strategy represents intentions that are not realized. Emergent 
strategy represents realized strategies in the absence of intentions. The term deliberate strategy 
represents intentions realized without any modifications. Failures in forecasting environmental 
factors or related forces toughen finding purely deliberate strategies. As a result, most of the 
strategies in business life are a composition of intended and emergent strategies.
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Entrepreneurship and entrepreneurs gained special importance beginning with 1980s. The break 
up of the Soviet Union created tremendous new venture possibilities for entrepreneurs all around 
the world. In addition, the World's political and economical conjecture directed attention towards 
entrepreneurs. Their origins, personal capabilities and characteristics are questions on the mind 
of the common. Media frequently use entrepreneurs as a show material to exploit the curiosity of 
the people concerning entrepreneurs.
This chapter is organized as follows: first, we will give ideas and comments on entrepreneurship 
in literature to make the reader comfortable in following the rest of the thesis. Next, 
entrepreneurial typologies and dimensions will be analyzed. In section II the relationships 
between firm type, strategy, and entrepreneurship are considered. In section III, entrepreneurship 
in organizations is discussed. Section IV, concerns the “fit” issue between environment and 
entrepreneurship. In section V we discuss the aspect of entrepreneurship versus organization. We 
hope that, the reader can easily understand the aim of the thesis and its contribution to the 
literature after reading this chapter.
2.2.2.) ENTREPRENEURSHIP:
Entrepreneur is a French word meaning “to undertake” ( Girard 1962). According to Burch (
1986), an entrepreneur is one who undertakes a venture, organizes it. raises capital to finance it 
and assumes all or a major proportion of the risk.
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In tact, philosophic discussions on entrepreneurship begin earlier than one can expect. Cantillon. 
circa, 1700 described an entrepreneur as a rational decision maker who assumes the risk and 
provides management for the firm. ( in Kilby 1971)
Mill ( 1848) focuses on the differentiating factors between entrepreneurs and managers. 
According to him, the major factor is the risk-bearing behavior of these two.
Schumpeter (1934) describes entrepreneurship as the fundamental phenomenon of economic 
development. Baumal (1968) comments that entrepreneur has long been recognized as the apex 
of hierarchy that determines the behavior of the firm and thereby bears a heavy responsibility for 
the vitality of the free enterprise society.
On the other hand, Webster’s New World dictionary defines the term entrepreneur as “one who 
organizes and manages a business and undertakes the risk for the sake of profit.” Although, we 
have given definitions of many researchers, theorists have not yet reached a consensus. In fact 
some of the findings in literature are confusing or even conflict with each other.
For instance, they are risk takers ( Kent, Sextron, Vespe 1982) risk avoiders ( Lipper, 1985) 
displaced persons (Shapero, 1975), people with passion ( Herzberg 1985), social deviates ( Kets 
de Vries, 1985), growing circle of heroes, (Reagan, 1986), dissatisfied persons, (Psychology 
today). All of these assertions may be puzzling because entrepreneurs can not be reduced to 
mechanical models. (Burch, 1986) At this point, a story given by Kilby(1971) well describes the
12
situation. He is an expert in this area and gives a hypothetical example to explain the concept of 
entrepreneurship.
The search for the source o f  dynamic entrepreneurial performance has much in common 
with hunting the Hejfalump. The Heffalump is a large and rather important animal. He has 
been hunted by many individuals using various ingenious trapping devices. But no one so 
fa r succeeded in capturing him. All who claim to have caught sight o f  him report that he is 
enormous. But they disagree on his particularities. Not having explored his current habitat 
with sufficient care, some hunters have used as bait their own favorite dishes and have 
then tried to persuade people that what they caught was a Heffalump. However, very few  
are convinced and the search goes on.
Another such example of the same kind would be the common story of eight blind men trying 
to describe an elephant. Each blind man touches a different part of the elephant. One who 
touches the tail of the elephant says the elephant is a beast like snake. Another who touches the 
ears of the elephant says the elephant is a beast just like a carpet, etc.
As the reader will notice, the subject is complex and sometimes may be confusing. To make the 
reader more familiar with the subject, we give a historical overview research on the 
characteristics of entrepreneurs. We hope that the reader will find the answers of questions in 
his/her mind after reading this chapter.
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DATE AUTHORS CHARACTERISTICS
1848
1917
1934
1954
1959
1961
1963
1964
1971
1973
1974 
1974
1977
1978
1980
1981
Mill
Weber
Schumpeter
Sutton
Hartman
McClelland
Davids
Pickle
Palmer
Winter
Borland
Liles
Gasse
Timmons
Sexton
Welsh & White
Riskbearing
Source of formal authority
Innovation, initiative
Desire for responsibility
Source of formal authority
Risk taking, need for achievement
Ambition, drive for independence
responsibility, self confidence
Drive/mental; human relations;
compatibility, technical knowledge.
Risk measurement
Need for power
Internal locus of control
Need for achievement
Personal value orientation
Drive/self confidence; goal oriented
creativity/innovation
Energetic/ambitious positive
reaction to setbacks
Need to control; responsibility seeker
challenge taker; moderate risk taker
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1982
1986
1987
Dunkel berg & Cooper
Fernald & Solomon
Winslow & Solomon
Growth oriented; independence oriented 
craftsman oriented 
Values of Entrepreneurs 
Mildly Sociopathic
Adapted from Winslow and Solomon (1990)
2.2.2.I.) ENTREPRENEURIAL TYPOLOGIES:
At the beginning of this section, we prefer to give some examples of previous researches done 
and their assertions. Briefly. Burch(1986) develops interconnections between some personality 
traits that characterize an individual and, according to his tendencies toward nonentrepreneurial 
or entrepreneurial activity scale, tries to find individual tendencies. According to him more 
salient characteristics of entrepreneurs are:
1. A desire to achieve
2. Hard work
3. Nurturing quality
4. Acceptance of responsibility
5. Reward orientation
6. Optimism
7. Orientation to excellence
8. Organization
15
9. Profit orientation
Using the characteristics of an individual and his tendencies, Burch matches his personality from 
laborer to inventrepreneur. His scale is given below.
Tendencies Toward Nonentrepreneurial or Entrepreneurial Activity
o-Q(0
£5o
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Nonentrepreneurial 
Dependence seeking 
Subsistence seeking 
Averse to opportunity 
Noninnovative 
Averse to venture 
Averse to risk 
Analytic
o  -♦—*
2-Q
0
O
c
0*DC
Entrepreneurial
Independence-seeking
Wealth seeking
Opportunity-seeking
Innovative
Venture-seeking
Risk-accepting
Intuitive
Profit serves primarily as a meter to gauge their degree o f achievement and performance. In fact what entrepreneur 
search is satisfaction not profit.
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As you will notice, the scale begins with laborer and ends with inventrepreneur. These two are 
defined as the least entrepreneurial and most entrepreneurial characters, respectively. The 
interesting thing is that the transition from nonentrepreneurial to entrepreneurial occurs on the 
site of Manager-Copycat entrepreneur. It is interesting to note that, although it is accepted as a 
sort of entrepreneurial personality, copycat entrepreneurs are poor in terms of innovation 
dimension of entrepreneurship. We will explain the dimensions of entrepreneurship in the next 
section.
2.2.2.2.) DIMENSIONS OF ENTREPRENEURSHIP
Miller (1983), in his comprehensive work “correlates of entrepreneurship in three type of firms”, 
summarizes previous literature on multidimensionality of entrepreneurship. In fact, most of the 
authors in this particular area treat entrepreneurship as a multi dimensional concept. 
Schumpeter(1934) stresses the importance of product-market originated and technological 
innovation. Collins and Moore (1970) emphasize risk taking and Mintzberg (1973) deals with 
proactiveness as a part of this multidimensional concept.
The concept of risk taking and proactiveness are simple to understand. Innovation, on the other 
hand, is a complex and hard to understand process. Burch(1986), recognizes innovation as a 
major factor for meeting the changing needs of society. Entrepreneurship may be divided into six 
major types.
. Introduction of a new product
17
. Differentiating existing product 
. A system that increases productivity
. Opening of a new market ( Particularly an export market in a new territory)
. A new source of raw material 
. A new organization.
As the reader will recognize after reading the case, success in opening a new export market is 
Pet’s major sustainable competitive advantage and its main innovation track.
Entrepreneurship is a weighted sum of three dependent variables proactiveness, risk-taking, and 
innovation. In fact, dependent variables are affected by characteristics mentioned in the previous 
section. So far, we hope it is satisfactory to explain the relationship between entrepreneurial 
typologies and dimensions of entrepreneurship.
However, a firm can only be entrepreneurial if innovation, risk taking, and proactiveness can be 
seen jointly in the strategy making stage. Miller(1983) clearly explains the meaning of 
dimensions. “Theorists would not call a firm entrepreneurial if it changed its technology by 
imitating competitors while refusing to take any risks. Some proactiveness would be essential as 
well. The same is true for risk taking firms that are highly levered financially such firms are also 
not considered entrepreneurial. They must also engage in product-market or technological 
innovation.
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2.2.3.) ENTREPRENEURSHIP, FIRM TYPE AND STRATEGY RELATIONSHIPS:
In literature, some authors make the assertion that personality factors of the entrepreneur 
determine entrepreneurship in organizations. On the other hand, some theorists argue that the 
role of firm structure is the most important factor that determines entrepreneurship.
There are numerous structural typologies in literature. Most of them deal with environment, 
structure, or strategy independently. However, dealing with those three at the same time will be a 
sort of “big picture” approach. In our opinion, environment, strategy, and structure affect 
entrepreneurship either independently or jointly.
Mintzberg (1973,1979), in his three modes of strategy making (entrepreneurial, adaptive,
plaiming) and five structural configuration (simple structure, machine bureaucracy.... ) matches
relationships. Simple structure is a good fit to the entrepreneurial mode of strategy. Planning 
firms match planning mode and Adhocratic firms fits the adaptive mode of strategy making. 
These firms will be called simple firms, planning firms, and organic firms in the thesis, 
respectively.
2.2.3.I.) TYPE I: SIMPLE FIRMS:
Mintzberg (1979) describes simple structure as: “... characterized, above all, by what is not 
elaborated. Typically it has little or no technostructure ( e.g. planning or control personnel), few
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support staffers and minimal differentiation among its units. Coordination is effected largely by 
direct supervision. Miller(1983) comments on simple firms: ‘"strategy making in these firms 
tends to be intuitive rather than being analytical. It is performed by those who have a “feel” for 
their business, not by staff planners and technochrats.” There is generally little planning, time 
horizons are short and the focus is on operating matters rather than visionary master plans. 
(Filley and House in Miller 1983)
The absence of technostructure and planning personnel depends on tendencies of entrepreneurial 
personality more than structural considerations. Entrepreneurs tend to rely on their instincts 
rather than elaborate quantitative analysis in making decisions in uncertain environments..
In these firms, the leaders personality and interests are dominant factors in strategy making. 
Although, the entrepreneur is powerful enough to overcome every obstacle around 
entrepreneurship, structural difficulties and environmental problems, sometimes, may prevent 
him/her behaving accordingly.
2.2.3.2.) TYPE II; PLANNING FIRMS;
In planning firms, the environment is comparatively stable and predictable. Firms in such 
environments try to operate regularly in their predictable environments.
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Miller(l983) states that: entrepreneurship in planning firms is a Junction o f  explicitness ami 
integration ofi the product market strategy. Clear, explicit well integrated strategies may moke 
executives fiocus regularly on the needfior product market renewal. Implicit strategies increase 
the likelihood that planners will deal primarily with operating matter rather than giving 
sufijicient attention to master plans.
2.2.3.3.) TYPE III: ORGANIC FIRMS;
Organic firms correspond with Mintzberg’s (1979) adhocracy form of organization structure. 
Strategy making in these firms fits to the adaptive mode of Mintzberg(1973) strategy making in 
three modes approach. Organic firms mostly operate in dynamic environments where customer 
tastes, product market technologies and competitive weapons often change unpredictably. Such 
a market is referred to as being heterogeneous.
In such a rapidly changing environment, firms have to develop a rather organic structure to easily 
respond to changing conditions. Miller(1983) describes a five step program to adapt to turbulent 
environments. This program is a combination of ideas of various authors in this area.
1. Much authority is delegated to lower level personnel
2. Much use of technochrats in creating technological innovations.(Hage and Williams in 
Miller, 1983)
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J. Much scanning ot environment to discover challenges and opportunities (Carter and 
Williams in Miller 1983)
4. Highly differentiated individuals and departments (Wilson, Lawrence, and Lorsch in 
Miller 1983)
5, Open internal communication among organization members ( Thompson, Litwork, 
Bums, and Stalker in Miller 1983)
To summarize, adaptive mode of strategy making is characterized by a quick analysis done on 
the site of the problem. Decisions are taken by the first responsible person dealing with that 
issue. On the other hand, since the environment is turbulent, strategy cannot be explicitly defined 
because of adaptation problems to a rapidly changing environment, and this prevents top 
management from insisting on a strategy for a long time.
Environment and structure are two important determinants of strategy making in organic firms. 
As the environment of the firm becomes more turbulent, structure of the firm has to be more 
organic. (Miller 1983)
Classifying a firm into one of the above structures is not a straightforward job. There is no formal 
rule or recipe for categorizing the firms as simple, planning, or organic. However, a generally 
accepted rule is that small size firms ( < 500 employees ) are simple firms. On the other hand, 
identifying a firm as either organic or planning type requires the use of questionnaires.
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Analyzing the results of such questionnaires to determine significant variables that affects 
entrepreneurship, Miller(1983) uses the regression analysis method. According to multiple 
regressions the “degree” of entrepreneurship in three different type of firms is given by:
Multiple Regressions for Entrepreneurship in Three Type of Firms
Simple Firms:
Entrepreneurship = 0.31 - 0.35 Locus of Control + 0.84 Centralization 
Planning Firms:
Entrepreneurship = 1.4 + 0.41 Explicitness of Strategy + 0.19 Technocratization 
Organic Firms:
Entrepreneurship = 3.2 - 0.96 Centralization + 0.53 Explicit Strategy 
+ 0.40 Technocratization 
Adapted from Miller(1983)
This regression analysis explains % 52 of the variance in entrepreneurship in simple firms, % 59 
in planning firms, % 82 in organic firms.
Although the method and results of Miller (1983) seem comprehensive, in my opinion, it has a 
major shortcoming. As stated before, because of rapidly changing environmental conditions 
strategies can not be stated explicitly in organic firms. However, explicit strategy is a significant 
variable in the model of Miller(1983). This point seems a bit contradictory.
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2.2.4) ENTREPRENEURSHIP WITHIN AN ORGANIZATION: 
“INTRAPRENEURSHIP”, “CORPORATE ENTREPRENEURSHIP”
As the first section of this chapter states; entrepreneurship is mostly correlated with initiating or 
managing a new commercial venture which has the risk of profit or loss. However, this definition 
ignores entrepreneurial activities within an existing organization.
Flood ( 1992) notes that, in any innovative context, be it intrapreneurial or entrepreneurial, there 
remains the question of organization. Context influences choice of organization. Therefore, 
entrepreneurial activities are not isolated from organizations in which they were bom.
Intrapreneur and intrapreneurship may be a new concept to many. In fact, the majority of 
successful, growing and surviving firms have been started by small groups, two or three persons, 
who have met and worked together in and old large firm. This new venture passes the risky 
phases in a safe position by using the facilities of the old firm. This process is called 
intrapreneurship or corporate entrepreneurship in literature. Most of the company owners and 
managers try to develop intrapreneurship within their companies. The problem is that firm 
managers ought to organize a climate such that, the intrapreneurs do not leave the corporation. 
(Gifford and Pinchot 1985)
Although the process develops within an existing organization; the entrepreneur takes “hands on” 
responsibility for creating innovation of any kind within the organization. (Gifford Pinchot 1985) 
This means that the intrapreneur accepts risks in contrast to managers. As in the case of
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entrepreneurship, intrapreneurship always carries more risk than being a traditional manager. 
Intrapreneur “hedges” the risk associated with running a new business by being under the roof of 
a large organization.
In mentioning theoretical terms, sometimes a confusion may occur between intrapreneurship and 
corporate entrepreneurship. In fact, intrapreneurship is a kind of corporate entrepreneurship. 
Strategy literature identifies three types of corporate entrepreneurship:
1. Creation of new business within an existing organization ( Corporate Venturing or 
Intrapreneurship.) (Burgelman, 1983; Black and Macmillan 1993; Kunotku, montagno,and 
Hornsby 1990 in Stopford and Baden -Fuller 1994)
2. Transformation or renewal of existing organization. ( Kanter 1983; Beer, Eisenstat and 
Spector 1990 in Stophard and Baden-Fuller 1994)
3. The enterprise changes the “rules of competition” in its industry.
Different type of entrepreneurship can exist in the same firm. According to Guth and Ginsberg 
each type has distinctive characteristics that need separate consideration. Renewal of key ideas 
requires the ability to manage transformation and discontinuous change. If a company wishes to 
continue to be entrepreneurial, it must convince everyone that change is the company’s 
overriding goal. ( Stevenson and Jorillo- Mossi in Guth and Ginsberg 1990)
Guth and Ginsberg argue that, theoretical connections can be drawn from corporate 
entrepreneurship to other conceptual elements in the field of strategic management. They ignore 
the multi-way interactions and feedback loops and simply try to put corporate entrepreneurship
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into strategic management scene (See the figure below)
Fitting Corporate Entrepreneurship Into Strategic Management (Adapted from Guth and 
(Jinsberg 1990)
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2.2.5.) ENTREPRENEURSHIP AND ENVIRONMENT; WHAT IS THE BEST FIT?
Ian Wilson (1980) declares his conviction about the basic linkage between environmental 
scanning and strategic planning. The primary focus of strategic planning, as I see it, is to 
optimize the ‘Tit” between business and its current and future environment. Here the word 
“environment” has the meaning of totality of external conditions and trends in which the 
business lives.
There are numerous research projects undertaken concerning entrepreneurship, especially on the 
“fit” concept for a firm, its environment, strategy or structure. The following are some examples 
of such research projects, in case a further inquiry is desired (Chandler, 1962; Lawrence and 
Lorsch 1967; Galbraith and Nothanson, 1979; Keeley and Roune,1990; Miller,1991, 
Roo,Mohojon, and Voroiya,1991; Datta 1991; etc.)
The entrepreneurial firm is generally distinguished in its ability to innovate, initiate change, and 
rapidly flexibly react to change. (Ñaman and Slevin 1993)
Ñaman and Slevin at this point suggest a model. Their model begins with a measure of 
environment as a driving force in the fit equation. Our assertion is that (if possible ) two identical 
firms will behave differently in different environments. A firm may behave in planning form in a 
stable environment and may behave as if it is an organic firm in a rather turbulent environment.
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This difference may raise an important question;. What is the best fit between organization and 
its environment?
Miller(1983) hypothesizes that, the more dynamic and hostile the environment the more firms 
will be entrepreneurial. Dynamism and hostility require innovation. Since firms try to tailor their 
actions to the environment, they will gear entrepreneurial efforts to the demands of their markets. 
(Burns and Stalker; Thompson in Miller 1983)
2.2.6.) ENTREPRENEURSHIP AND THE ORGANIZATION:
Entrepreneurs, mostly, are, founders of their organization. Consequently there is a strong 
tendency to identify entrepreneurship with a dominant organizational personality, generally an 
independent minded owner-manager who makes the strategic decisions for his/her firm. 
(Cole,1946; Redlich,1949; Hartmanml959;Collins and Moore 1970; Shapero,1975 in Miller 
1983) In fact, it is dissatisfaction that drives entrepreneurs to set up new businesses ( Psychology 
Today 1981) The Organization’s and entrepreneur’s goals may be conflicting. Organizations aim 
to make profit in the classical meaning or want to achieve market share through customer 
satisfaction in modern approach. Entrepreneurs, however, are success oriented. There is a 
dissatisfied drive in entrepreneurial personality. Profit is not satisfactory alone for an 
entrepreneur. Therefore, organization and entrepreneur conflict with each other most of the time. 
The same is true for managers and owners-entrepreneurs also.
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1 hus, the interest of the entrepreneur and interest of the enterprise sometimes may be conflicting. 
In such a situation, the entrepreneur behaves as a "change agent” (Burch, 1986), trying to initiate 
change in the organization at the individual level. Since organizations resist changes by nature, 
the entrepreneur and organization problem sometimes becomes a dilemma.
Studies on entrepreneurship are concentrated on the setup and operation of a profit making 
organization in a commercial environment. This is a major shortcoming in making long term 
planning and vertical integration of individuals, organizations, nations and cultures. This 
approach also ignores nonprofit organizations and international and global relations . ( Flood 
1992)
Our purpose in analyzing the case is given below: opening up some entrepreneurial behaviors 
and characteristics. We will be looking through the eyes of organization and recognizing the 
entrepreneur as an individual at the same time. We hope that this study will be valuable for 
researchers on entrepreneurship organization dilemma, entrepreneurial behaviors, and traits.
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CHAPTER III
RECENT TRENDS IN THE ENVIRONMENT
The current situation information for each country below is a collection of several articles country 
reports and books given in the references. Reader should take into account that this research 
consists of the years between 1974-1993. Therefore, authors preferred presenting country 
information as of 1993.
3.1. ) GERMANY:
3.1.1. ) Political Situation:
The Federal Republic of Germany is ruled by a majority of liberals and conservatives. The most 
recent elections to the German parliament, the Bundestag were at the end of 1994.
The problems associated with unification continue to dominate the political scene in the Federal 
Republic. In year 1994 attention was focused on the heavy financial burden for the public 
authorities and its funding.
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After some improvement in the late 1970s, the economic performance deteriorated markedly in the 
wake of the second oil price shock: inflation accelerated, the current external account moved to a 
sizeable deficit and unemployment rose sharply.
In the early 1980s, economic policy aimed at containing the adverse affects of external 
developments on the domestic economy. But growing economic disequilibria prompted a sharp 
move of policies towards restriction in the course of recession.
After expanding rapidly for some time, the domestic German economy entered into recession in 
early 1980, final domestic demand having fallen in the three half years to end 1981. The recovery in 
economic activity started at the beginning of 1983, and by early 1984 real GNP exceeded pre­
recession level. The decline in employment has since slowed and the unemployment rate has come 
down a little from its mid 1983 peak of 8.5 %.
The second stage of the 1986-1990 tax reform program was implemented at the beginning of 1988, 
and short term annual interest rates have been brought down to historically low levels. Even so, 
both the rate of unemployment, around 8 % of the labor force, and the current foreign surplus, at 4 
per cent in terms of GNP in 1987, remain high.
3.1.2.) Historical Overview:
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The mix of macroeconomic policies changed in the course of 1988. The weakness of the 
Deutschmark, persistent monetary overshooting and concern about future price increases prompted 
the Bundesbank to move to a progressively less accommodating stance of monetary policy. Fiscal 
policy was tightened in 1989 in order to strengthen public finances before implementing the last 
and major part of the tax reform program.
The treaty between the two German states, signed on 18th May was accepted as the way for the 
creation of monetary economic and social union. As of 1st of July 1990, the Bundesbank has been 
solely responsible for the monetary policy.
The unification of the two parts of post-war Germany was achieved with a remarkable speed: on 1 
July 1990, less than eight months after the fall of Berlin wall, monetary and economic union was 
established.
The recovery should gain momentum in the new German states, with real Eastern German GDP 
increasing by around 8 % in 1993 compared to 6.8 % the previous year. Recovery in east Germany 
remains heavily subsidized. Transfer payments from west to east are expected to rise again this 
year.The recovery is largely underpinned by a rapid rise in investment to meet the considerable 
demand for equipments and buildings. This is expected to lead to further growth this year.
Despite the improvement in the economic climate, employment fell further in 1993 as structural 
adjustment continues to result in redundancies. These adjustments are expected to affect mostly
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Turkish labor force in view of the recent government policies. Although high labor costs are a 
disincentive to investment in manufacturing in the East, trade unions are attempting to raise wages 
there to west German levels. On the other hand, Pet Holding prefers employing German workers to 
deflect resistance of German nationalists.
3.1.3.) Demand Output and Employment:
Although more rapid export growth and a sustained rise in private construction activity should 
stimulate industrial output in particular, the severity of the economic downturn suggests a decline in 
West German real GDP as of 1993 and next few years.
Support for economic recovery is also coming from investment in residential construction, and 
caused to a rise in real terms by 3.5 % in 1993. Overall investment in construction is unlikely to 
increase by much more than 0.5 % in 1994, compared to 5.6% in 1992, largely because of a sharp 
decline in commercial property construction.
Weakness in private consumption is expected to continue, and this will hold down overall 
economic recovery. Moderate wage increases are limiting the growth of incomes which, with 
relatively high inflation, is cutting household purchasing power. The recession is having an 
increasing impact on employment in West Germany. The demand for labor reacts to developments 
in the economy with a lag.
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Over the past few years a fiirther deficit in the current account and huge inflow of funds into the 
German capital market were recorded, particularly in the second half of 1992 At just over DM 39 
billion, equivalent to 1.3 % of GNP, the deficit on current accounts has now stabilized after the 
sharp decline stemming from German unification.
There were significant changes in the current account, with the crisis in the European Monetary 
System and the subsequent strengthening of the D.Mark resulting in unprecedented capital 
movements, with the result that international reserves held by the Bundesbank more than doubled 
in 1992, Germany is expected to remain a capital importer for some years.
However, this high amount of foreign capital causes Bundesbank to continue high interest rates 
policy. In economic terms, this is the way of financing your growth for the cost of wealth of your 
neighbors.
(The annual review of Germany by the OECD Economic and Development Review Committee)
3.2.) TURKEY
3.2.1.) Outlook:
3.1.4.) Balance of Payments:
Turkey generally experienced relatively high economic growth during the 1980s, although in 1991 
growth was only marginal. The external position improved, with the balance of payments current
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account recording a surplus of USD 2722 million. In contrast, the budget deficit widened to 13 % 
of GNP in 1993 while foreign debts remain at almost USD 50 billion. Inflation remained a 
problem, with consumer prices in the first quarter of 1992 some 75 % higher than in the 
corresponding period of last year. Despite severe criticism from opposition parties, the government 
is continuing to implement economic reform, particularly the reorganization of the financial system.
3.2.2.) Political Situation:
The parliamentary elections in October 1991 returned a coalition of the conservative True Path 
Party and the Social Democrats, ousting the Motherland Party which had dominated the political 
scene since the beginning of the decade. In addition to seeking to reduce public sector deficit and 
curb inflation, the new government intended to open the economy through privatization and the 
promotion of foreign investment.
Two domestic political issues, however, are currently causing concern. Firstly, the political tension 
has risen recently in regard to Kurdish separatism. Secondly, a big concern is focused on the trend 
towards Islamic Radical Secularization.
Efforts to expand political and economic relations with the central Asian Republics of the former 
Soviet Union are being intensified, with the initial focus on creating transport links and improving 
telecommunications, as well as providing general technical assistance.
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GNP in 1991 expanded by just 0.3 % compared with 9.2 % growth in 1990. The sharp deceleration 
in growth was a result of the negative impact of the Gulf War.
3.2.3.) Prices and Wages:
Persistently high inflation generally reduces real wages,with nominal wage increases resulting in 
collective pay agreements failing to keep pace with inflation. Despite the decrease in real wages, 
unemployment has fallen only marginally, from 8.2 % in 1990 to 7.3 % in 1991, with the high level 
of population growth and rural migration into industrial centers preventing a sharper fall.
One of the key factors aggravating domestic inflation is government debt. The overall public sector 
borrowing requirement is equivalent to almost 13 % of GDP. The central government budget 
recorded a deficit of USD 8.1 billion, of which some three quarters was accounted for subsidies of 
loss making public enterprises
3.2.4.) Balance of Payments:
The balance of payments current account recorded a surplus of USD 272 million in 1991, compared 
with a deficit of USD 22.62 billion in the previous year. The improvement reflects both a rise in 
exports and a fall in imports as well as higher official inward transfer payments mainly in 
connection with the Gulf War.
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A trade agreement uith EFTA which took effect on April 1 1992 grants Turkey similar benefits to 
EC countries. This should further improve export opportunities, while Turkey strengthens its 
position furthermore.
(The annual review of Turkey by the OECD Economic and Development Review Committee)
3.3.) CIS
The Commonwealth of Independent States was proclaimed in 1991 as a relatively loose confederal 
structure to replace the former Soviet Union. The primary aims of such a confederal coordination 
include efforts to ensure unified control of nuclear weapons and foster to some degree broader 
military cooperation. However, having substantively failed to resolve these problems, issues such 
as the coordination of foreign policy, economic and cultural activities have not been seriously 
addressed.
The constituent states of the CIS show great differences in terms of size and the level of 
development. For instance, productivity differential in the member states is also considerable, with 
productivity of the central Asian states being 15-30 % below the average for the CIS as a whole. 
This is partly offset by wage differentials with the result that unit labor costs are considerably 
higher in these states.
The CIS is characterized by both low population density and a low intensity of land use. Yields are 
generally low, reflecting a combination of poor soils and adverse climatic conditions, inefficient
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use of fertilizers, and a lack of mechanization. Energy usage is also highly inefficient and the 
energy intensity of production is two and a half times that of OECD countries.
In comparison with the EC, the US and Japan, the CIS in average temis has a very' high share of 
agricultural employment and also a high share of employment in manufacturing and construction. 
Services, however, account for a relatively low share of total activity. In view of these distortions, 
CIS economists estimate that in the course of transformation to a market system around one-third of 
the productive structure will need to be redirected towards other uses. Member states exhibit great 
differences in the level of current development, the degree of indigenous resource endowment, the 
quality of human and productive capital and the current level of productivity. It is clear that over 
time the suspension of central coordination of economic activities will lead to a much greater 
divergence in economic performance and living standards between member states thtin has been 
evident in the past. The break of budgetary transfers, especially from the Slavic Republics to 
Central Asia, will mean that living standards are likely to fall in these states.
The issue of trade between CIS states is of primary importance for all of the republics, irrespective 
of size or the level of development. While nationalism created strong centrifugal forces, there 
remains a considerable degree of economic interdependence between republics. Over time, as the 
various states develop their import and export sectors in line with comparative advantages at world 
prices, the trade pattern is likely to change substantially, including greater trade flow with Western 
countries. However, in the interim period given the high degree of specialization and monopoly
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power a legacy of the centrally planned system, they will have little option but to continue to trade 
with each other.
(Abecor Country Report, 1992)
3.4.) RUSSIA
3.4.1.) Outlook:
Introducing market economy is the key objective, with the focus now on privatizing state 
enterprises, and structural and economic improvements following the liberalization of most prices. 
To date, however, this policy has achieved only limited success. Production, investment and private 
consumption are declining sharply, while the growing budget deficit is being financed by the 
central bank and resulting in inflation around 2000 % as of 1993. ( As of year 1995 economical 
policies are quite successful, foreign exchange rates are stabilized and a high level of foreign capital 
entrance realized.)
Russia covers an area of 17.1 million square kilometers and is the largest of the 15 former Soviet 
republics. Administratively, Russia comprises 16 Autonomous regions and 10 national areas. Over 
80 % of the population are Russian, but there are over 100 nationalities.
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3.4.2.) Economy:
The former centrally controlled investment policy has resulted in the neglect of sectors producing 
consumer goods. Nowadays, heavy industry and armaments production remain key sectors while 
chemicals and the motor industry are also important.
Company failures have cut investment sharply with a result of high level of unemployment. 
Therefore, experts see a potential for socio-economic problems. The upward trend in inflation has 
accelerated since the liberalization of prices in January 1992. Despite the sharp fall in output, 
industrial production fell by 18 % in 1992 compared with 1991, unemployment remains 
comparatively low, at just 0.2 for August 1992.
Rising social spending and lower than expected tax revenues had already raised the budget deficit. 
Central Bank's policy of monetarizing budget deficit will continue to place pressure on monetary 
policy. The rapid increase in payment areas, has raised the danger of credit crunch, while major 
difficulties with the payment and clearing system has led to a sharp increase in the demand for cash.
3.4.3.) External Economy:
In 1992 a foreign investment effect designed to promote the transfer of capital, technology and 
know how took effect. Non residents may either acquire partial shareholdings in companies or 
establish wholly owned subsidiaries in Russia. Licenses may also be granted to foreign firms to
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exploit natural resources. Companies in which non residents have an interest can be exempted from 
import duties and export taxes, while free transfer of profits is also guaranteed. There is also limited 
relief on profits according to sector and region. So far, however, the inflow of foreign venture 
capital has been extremel>· low in view of the uncertain political and economic environment.
(Russian Economic Reform, The World Bank, Washington D.C. September, 1992)
3.5.) KAZAKHSTAN
Outlook:
Kazakhstan is the second largest of the former Soviet Union Republics, constituting 12 % of the 
area of the former union. But half of its territory is desert or semi-desert. The republic is the second 
most heavily populated of the central Asian republics. Indigenous Kazakhs comprise some 40 % of 
the population and are predominantly islamic. Russians account for 38 % and there are sizeable 
German and Ukrainian minorities. The lack of ethnic homogeneity may lead to some friction over 
the medium term, but at present there are no signs of major difficulties.
The republic is rich in mineral deposits. However, the development of these rich deposits will 
necessitate significant investment, including infrastructural development, much of which will have 
to be financed externally.
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Given the population mix. the republic's leadership will need to steer clear of openly nationalist 
policies and any exodus of the skilled non-Kazakh population could lead to economic disruption. 
Economically the relatively efficient agricultural sector is vulnerable to climatic change. Great 
potential exists for the development of mineral resources but in turn this will be dependent on the 
attraction of foreign investment.
(Abecor Country Report)
3.6.) AZERBAIJAN
3.6.1.) Outlook:
Azerbaijan, the largest of the three Caucasian republics, is predominantly a Turkic speaking 
Muslim state. The majority Azeri group, mostly Shiite Muslims, make up some four-fifths of the 
total population. There is also an important Armenian community located in Nagomo- Karabakh, 
as well as a Russian minority. Partly attributable to its traditional Persian influence, the republic has 
developed very close links with Iran, particularly among Iranian Azeris. Links with Turkey which 
was the first country to recognize Azeri independence are also strong. Contacts with western 
governments, including a US program of assistance to develop agricultural production are also 
being expanded.
The political situation continues to be dominated by relations with Armenia over resolving the issue 
of Nagorno-Karabakh, one of the most intractable of the post Soviet ethnic disputes. The Azerian
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authorities see it as an internal matter and have removed the enclave's autonomous status. Talks 
aimed at defusing tension with Armenia and resolving the future of Karabakh have so far failed.
3.6.2.) The Economy:
The economy is based largely on the production of crude oil and natural gas. There is also an 
abundance of mineral resources. High quality crude oil is tapped in the eastern part of the republic. 
However, in recent years oil output has declined and the sector has suffered from shortages of 
capital investment and funding for research and development so that, today much of the technology 
used is outdated. According to figures released by the state controlled oil company Azemeft, nearly 
2000 wells are inoperative because of a lack of funding for repair and maintenance work. The 
company estimates that in order to maintain production from Guneshli field and exploit the Azeri 
and Chyrag fields around 10 billion rubles of fixed investment is required. In 1991 alone 
production fell by 2 million tones. Current production (1994) is in the region of 11 million tones . 
Domestic usage is currently around 8 million tons.
Radical modernization is needed and will require significant foreign investment. Legislation has 
been enacted to this end to grant oil concessions to foreign companies. Pet Holding also plans to 
modernize some wells to increase production and establish goodwill. Recently, a consortium 
headed by British Petroleum signed an interim agreement paving the way for a 2 billion USD 
contract to exploit the Caspian sea field and it could be that this will open the way for increased 
western involvement. The reserves for this field alone are estimated at 1.5 billion barrels. So far,
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only 7 % of the identified fields are explored and it is estimated that total reserves could be as high 
as 12 billion barrels.
Primary resource availability has enabled the development of a petrochemicals industry producing 
plastic and rubber goods. In general, however, industry is poorly developed, hindered by a poor 
infrastmcture, and has only limited export potential. The republic is highly dependent on trade with 
other members of the CIS, exporting mainly mineral resources, and importing supplies of capital 
and manufactured goods.
Azerbaijan has traditionally run a trade surplus with the rest of the former USSR republics, 
exporting primarily refined oil products, textiles, food, and machinery in return for crude 
oil,machinery parts and light industrial products. On the other hand, Azerbaijan had traditionally 
been a recipient of the net transfers from the former Union budget In 1991 these amounted to 10% 
of the GDP and were 75% higher than the trade surplus in the same year.
(Abecor Country Report)
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CHAPTER IV
EFFECTS OF RECENT TRENDS ON BUSINESS LIFE AND 
RELATIONSHIPS BETWEEN TURKEY, GERMANY AND USSR:
4.1) INTRODUCTION:
The countries that Pet Holding currently operates are analyzed in the previous chapter in terms of 
recent history, economic and social situation. However, these countries' social and political 
relationships with Turkey is also another crucial aspect that needs to be clarified. Therefore, in this 
section; I will present a recent history of relations in terms of their effects on business life.
Accordingly, I will give brief information about the relationships of Turkey with those countries in 
a historical perspective and close this discussion after achieving a conclusion about the current 
situation and its effects on business life. At last, I will try to analyze how foreign investment 
decisions occur in Pet Holding to make the reader more familiar with the process of strategy 
formation within the firm.
4.2.) THE LAST 50 YEARS OF RELATIONS.
The relationships between USSR & Turkey can be analyzed over 3 concurrent periods.of time.
I. 1923-1939
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II. 1939-1965
III. 1965-Present
During the first period, Atatürk was the president of Turkey and there were mutually beneficial 
relationships between the two countries.Then, the second world war and the cold war years 
followed it put relationships into a "deep freeze". In those years USSR’s major policy of exporting 
the communist regime to third world countries and acquiring some part of Turkey (Kars& Ardahan) 
was the main problem between the two countries. Consequently, relationships remained only 
diplomatic for 25 years.
In 1965, Demirel became the prime minister of Turkey and a new period began. At the end of 
several diplomatic visits, a treaty was signed. In this treaty USSR declared its intention to do some 
strategic investments in Turkey. USSR's aim here was affecting the Turkish political structure as a 
result of creating economic dependence. Treaty that was signed was not on the basis of repayment 
in USD or DM but barter basis.
Some of the industrial complexes built up by this treaty are as follows:
I. Seydişehir Aluminum
II. İskenderun Steel
III. Izmir Aliağa Petrochemicals Refinery.
IV. Bandirma Sulphuric Acid
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V. Artvin Industrial Complex
VI. Arpaçay Hydroelectric Power Plant
VII. Orhaneli Thermal Power Plant.
During the construction of the Aliağa refinery Mr. Koksal was the head of Machinery and 
Equipment Supplies Service in TPAO. Therefore he built up some personal relationships with 
several Soviet engineers and technical committee members.
Actually, the third period beginning in 1965 can be considered in two stages. First one is 1965 to 
1984 and the second one is 1984 to present. In 1984 Turgut Özal elected as the prime minister and 
he changed Turkish economic policy radically. The relationship between the two country affected 
by this policy change also. Therefore, after 1984 economic relations accelerated. Turkey became 
one of the importers of Soviet natural gas. According to the treaty between USSR and Turkey 
financial equivalent of gas consumed will be determined by a committee for that year. However, 
50% of this amount will be paid by Turkish export goods and the rest of it will be deducted from 
the receivables account of Turkish contractors operating in USSR.
The rapid changes in USSR reflected itself in the political arena also. Therefore, conducting 
business became a hard job in former Soviet Union. For instance, after the break up of Soviet 
Union companies operating in USSR faced difficulties to find responsible persons.
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On the other hand, experiences in Soviet Union utilized by Pet Holding officials. Before the 
unification of German)·. Pet Holding managers had enough knowledge about the probable 
construction opportunities in Eastern Germany. Therefore, they acquired an established 
construction company before “the wall" was broken down. Unification of Germany created another 
big market for the Housing needs of soldiers that were withdrawn from east Germany. This means 
construction of nearly 100.000 private house which will be financed by West Germany. Pet 
Holding’s main purpose was getting a big share in this big market.
4.3) OPPORTUNITIES AND THREATS IN THESE COUNTRIES.
The collapse of the Soviet Union has brought an almost complete breakdown in the trading regime 
between Turkey and newly formed Commonwealth of Independent States (CIS), the Soviet Union's 
successor. Legal uncertainties in the republics have undermined a trade regime that was largely 
built on intergovernmental agreements. Tremendous trade opportunities exist between Turkey and 
the Former Soviet Union. These Republics' concentration on developing heavy industry and 
extraction of natural resources coupled with Turkey's concentration on agriculture and light 
manufacture offered opportunities for complementary trade. Turkey could import oil, natural gas, 
and heavy industry products, and export pharmaceuticals, detergents, and agricultural products.
There are huge petroleum reserves especially in Azerbaijan and Kazakhistan. Azerbaijan has 
15.000 petroleum wells but the pipelines and support equipments are depreciated so modernization 
is needed. Pet Holding is one of the companies which took the responsibility to modernize the oil
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wells of Azerbaijan. Another important problem is the shipping of oil and gas to world markets 
over huge distances from a region locked by often unfriendly rivals or unstable states. Therefore, 
their needs are financing and political stability.
CIS is becoming one of the most attractive markets all over the world. Both population and natural 
resources constitute a base for the development of trade. However, these long term opportunities 
are associated with a high level of business risks in the Former Soviet Republics in the short run. 
Their infrastructure is being completed but there are deficiencies in the service industry. The 
deficiencies primarily originate from the communist regime. By the change of regime, 
opportunities for the firms began to flourish. However, political risks in these countries are very 
high. The effects of 70 of years communist regime and the recent break up have created an 
uncertainty in the concept of government.
There is not a banking system in the republics of the Former Soviet Union. All the banks are state 
owned. This creates a big problem since the Soviet banking system lacks speed and accuracy, 
which are important for modem business enterprises. The Russian Federation does not provide 
essential legal regulations, and the political conjuncture is a barrier to the transformation of legal 
aspects. The sudden change in economic bureaucracy has caused severe problems. The new 
management teams do not have the experience and necessary knowledge in conducting business 
agreements. The procedure of contracts are not well established.
At the end of these rapid changes, nowadays, CIS has a very uncertain environment. Firstly, after 
the collapse of the communist regime, the new regime is full of unknowns. However, the
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interesting thing here is that Pet Holding gains advantage in these turbulent en\ironmental 
conditions which can be threatening to other competitors. The Russian Federation is in need of 
necessary financial resources to support the necessary renovation projects and investments. 
Actually, the main problem is the lack of hard currency in this federation. To overcome this 
difficulty, Pet Holding undertakes investments by means of barter. After the change in the regime, 
Russia has had huge cash trouble. It has almost no cash generating activity. Thus, all of trade 
depends on barter. Even the returns of contracts that have been made up to now have not been paid 
completely. Above all, the communist regime’s effects are apparent in employees’ behavior at 
work, according to Mr. Koksal.
The barter system also began to fail. MIR Partnership was faced with that kind of problem in 
construction of cardiology center located in Krasnoder. Agreement for that job depended on barter 
of nutritional items like rice and tomatoes. Although the job is almost completed, local 
administration failed in providing items. Therefore, MIR decided to leave the job. For every firms 
working in CIS, there is such a risk.
On the other hand, in eastern Germany in order to enter the market; Pet Holding firstly bid for 
renovation projects of old buildings which guarantees a secured cash flow. In Germany,Support for 
economic recovery is also coming from investment in residental construction. This tendency is 
expected to rise in real terms in the next few years. The economic conditions, namely low inflation 
and skilled labor force, enable firms which have expertise in high quality construction to gain bids 
in Western Germany, which is an opportunity for Pet Holding too. The political stability is also
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another drive for investments. The stability of cash flow will provide an insured environment which 
Pet Holding necessarily needs concerning the risky investments in CIS
Pet Holding is a successful firm in the real estate business. Real estate is taken as guarantee for 
fliture investment, and some of retained earnings are used for purchase of real estates. Therefore, it 
tries to get as much real estate as possible. But sometimes this can not be realized, as in the Eastern 
Germany case. In Eastern Block countries legal regulations are not defined clearly. There is no 
ownership law, so nobody can go on purchasing and selling function.
In closing this section, I want to present Mr. Koksal's ideas:
" The countries have obviously serious problems now. They now live the difficulty of a 
transition period for establishment of liberal economy instead of centrally planned socialist 
system having been in practice for more than a half century. For instance, laws and legal 
regulations unable to explain foreign economic relations, foreign investment and taxation 
systems. Banking system is insufficient to guide financial sector. And the most important, 
they do know neither the theory nor the practice of free market economy that they are eager 
to apply.
Because of central planning their economies are fully interrelated especially when Russia is 
concerned. In general, industrial establishments are not situated in the regions or countries 
where neither the raw materials nor the industries existed. So, the new countries are not
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independent of each other when supplies of raw materials are concerned. Therefore, the 
production is reduced seriously and organization of distribution disturbed just after the pop­
corn announcement of separation. The worst of it, as seen in the example of Azerbaijan, as a 
reaction against the former system, experienced former communist professionals were fired. 
For that reason, there is a scarcity of experienced staff."
4.4.) FOREIGN INVESTMENT DECISIONS IN PET HOLDING:
There are a huge number of partially completed industrial and social complexes in the Former 
Soviet Union. Experts estimate the value of these complexes at nearly USD 500 billion. Actually, 
they can be operational with minor expenditures. As a result, there is a tremendous need for 
multinational partners in Former Soviet Union.
The primary difference between domestic investment and foreign investment is the change of 
economic, cultural, social, etc. factors in every country. Therefore, a multinational firm has to 
understand the risks of the country that they plan to operate. In fact, the most important factor that 
caused Pet Holding to invest in the Former Soviet Union is the interest of top management, 
especially of Mr. Koksal. Mr. Koksal had personal relationships and has friends in the Former 
Soviet Union for more than 20 years. Mr. Koksal declares that the most important criteria to them 
in selecting a country for investment is "being more familiar than other investors." They perceive 
this familiarity as a sustainable competitive advantage for them in achieving success.
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Top management generally uses the payback period method for the evaluation of investment 
alternatives. This is the simplest of the evaluation methods, easy to use and simple to understand. 
In addition, this is the most appropriate method to use in risky environments,, because, political and 
economical events may completely reverse the situation. Therefore, entrepreneurs firstly look at 
the necessary period to cover their investment in a risky environment. Consequently, they select the 
investment alternative with the shortest payback period.
According to a research on Pet Holding, top management gives more importance to country risk, 
political risk, and economic risk, in order. Pet Holding officials’ opinion about political risk is the 
problems than can be faced in transferring profits. Actually, political risk include the possible 
nationalization of operations and government possession about employment etc.
As the last comment, strategy making in Pet is dominated by intuitive methods, feelings of Mr. 
Koksal, rather than formal analysis, which is typical according to Mintzberg's typology, 
Mintzberg (1973).
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CHAPTER V
BIOGR4PH\ OF GUNTEKIN KÔKSAL:
As it is mentioned before, Mr. Koksal is tlie founder of Pet Holding. This reason is enougli to 
analyze his hfe until 1974, because, his personahty and experiences have some effects in his 
strategic thinking. Since Mr. Koksal’s ideas are dominant in Pet, we thought that a biography of 
Mr. Koksal will be helpful for the reader to build connections among his entiepreneurial style 
and strategy formation in Pet Holding.
There were many government officers and engineers in his family. For instance, his grandfather 
is one of the graduates of the first school of engineering ( Muhendishane-i Humayun ) in 
Ottoman Empire. He beheves his personahty and some values coming family closely 
correlated. He perceives, for instance example, Generals (Pashas) in his family are a sign of 
courage and leadership. On the other hand his father was a mathematician and the step by step 
planning orientation of Mr. Koksal is a legacy fi'om him. He spent his childhood in a place 
where effects of the French culture is dominant. Therefore, he was closer to Europe than 
Turkey in terms of business culture and approach to work.
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There were very attractixe sport facilities near home. As a result he was active in many 
sport branches, especially athletics. He was a runner in 100,400, and 3000 meters, which are 
almost no positive contribution to the success of other. In contrast to being a runner in these 
tliree may prevent him from being successful. However, he wanted to be number 1 in every 
area, therefore continue to participate in many sports at the same time. On the other hand, 
specialization in one of them did not fit to the personality of Mr. Koksal because he started 
feeling bored in a few minutes.
His first work experience was the sale of glass cups, when he was ten years old. His father's 
limited and insufficient salary forced them to work in during summer holidays.
He was accepted to the Military Medical School in 1949. Two years later, he faced a 
serious problem because of his entrance to one of the exam for the place of a friend. It was 
the first signal of his persuasive capability. He got off free at the court without any 
punishment, which was nearly impossible. However he was kicked off from the school.
Then he went abroad for University education. He graduated from Austrian Leoben 
University within 3.5 years, which was a great success for a student in that university. In 
this time interval he married with an Austrian student from that University. For this reason, 
he registered in a second branch of engineering to continuo living in Austria. Two years 
later he graduated with the degrees of petroleum and mineral engineering degree in 1957.
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During his university education, some of his friends were dealing with sale of carpets 
coming from Turkey, but he was not interested in it, because he wanted to get big amounts 
and he could not be satisfied with the profit from sale of a few carpets.
After six years of education abroad, he was assigned his first official position in Batman as 
an engineer of State Petroleum Company (TPAO). He lived there for ten years until his 
return to Ankara in 1968. During Batman years, he participated in an incorporation, but it 
went bankrupt. This was a memorial lesson which can be summarized as " watch your step 
". In addition, since Batman was a small industrial city, those years were poor in terms of 
socio-cultural activities. For this reason, after he returned to Ankara, he decided to 
participate in seminars and some other social or technological activities to ‘catch up with 
the day’.
After returning to Ankara he got his first serious experience in business life. He founded a 
cooperative and collected 1.775.000.- TL in 1968. However, this attempt failed because of 
some external factors. Then, he gave back all the members' money with accrued interest. 
This was the major starting point of his trustable image in business life. This point may be 
utilized as the policy o f " honesty is the best policy in the long run" accepted as basic track 
in conducting business activities.
His return to Ankara is another turning point in terms of changes in his investment area. 
After 1968, he was interested in real estate closely.
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Change of government caused him to leave his position, because new authority chose 
someone else to promote instead of Mr. Kbksal. This was the point where Mr. Koksal 
decided to establish Pet Commerce Bureau. The interval from 1974 to 1993 will be 
presented under the topic of historical review of Pet Holding from 1974 to 1993. Generation 
of new business ideas and follow up.
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HISTORICAL DOCUMENTATION OF IMPORTANT EVENTS AND 
DETERMINATION OF STRATEGIES
6.1.) CHRONOLOGIES OF IMPORTANT DECISIONS AND EVENTS.
In this section, I will try to present the business history of Pet Holding in a chronological 
perspective. This way I hope to explain, under which conditions, a new idea is generated and my 
aim in this methodology is firstly; to elaborate on how the idea generation process works and 
secondly to identify some strategy areas by induction approach.
1974
Mr. Kôksal was a government official until 1974. ( According to him) Some political games 
prevented him from being promoted to vice President of TP AO (State Petroleum Exploration 
Organization). This was the major reason for Mr. Koksal’s entry into the business world.
CHAPTER VI
The first business enterprise of Mr. Kdksal was the Pet Commerce Bureau. As mentioned before, 
Mr. Koksal was the head of the machine and supply of TP AO (State Petroleum Exploration 
Organization). He believes that, his previous connections at home or abroad was enough to make 
his firm profitable. However, the first six months of the business was totally unsuccessful. Then,
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Mr. Koksal decided to enter the representation business, after recognizing that in Turkey it is not 
easy to earn money through engineering projects.
After the difficulties of the first six months, Pet Commerce Bureau got its first profitable 
operation. That was the sale of insurance policy to the Aliaga Refinery complex. The projected 
earnings were 250.000.- TL, although he was only able to receive 150.000.- of it. Next year, just 
after this successful operation. Pet Commerce Bureau won a bid for the capacity increase of the 
Aliaga refinery, which was a $ 200 million project. This was an unbelievable success because 
the Prime minister had a tendency to give the bid to American firms. The American firm’s offer 
was twice that of Mr. Kdksal’s. As a result of this important difference and Mr. KoksaT long 
lobbying efforts Pet Holding won the bid for the project. He earned $ 1 million from this bid, 
which is 1% of their offer.
During this time Mr. Koksal got partnership with some foreign companies. Representation 
business accelerated. He was the representative of Japanese, German, and former Soviet Union 
companies in Turkey.
1975
Although, it seems as if everything was in order Mr. Koksal had a tendency to do more solid 
things. In other words, he wanted to produce something visible rather than being in the service
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industry. Actually, he wanted to be recognized by people around him. This tendency forced him 
to invest his first earnings to sectors where this definition could be appropriate.
Some of these activities, for instance exporting potatoes, resulted in a big failure. On the other 
hand some of these were quite successful, like Diper Chemicals industry Co. which operates in 
production of some chemical substances.
1976
Diper Chemicals Industry Co. was established in 1976. The major aim of this plant was the 
production of resin gums terebinthine, thinner and similar products. Diper is capable to make resin 
gums as powder, the technology of which belongs to Turkey. The plant capacity is four times over 
Turkey’s domestic requirements which enables export of 10.000 tons of production every year.
Entrance to Diper Chemicals is a sign of Mr. Koksal’s risk taking behavior. Although they had 
little knowledge about this business, he decided to enter this partnership after listening to his 
partners and analyzing the situation using his engineering knowledge. In addition, he used his 
entrepreneurial intuition.
However, his intuition did not give superior results every time. For instance, the loss Pet Holding 
had from other investments was also because of this intuition. The best example of this situation 
is its entrance to production of industrial paints. Neither Mr. Kôksal nor his partner Mr. Ertiirk
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liad any kind of knowledge about this business. In addition to this, they had no information about 
market condition. For instance, one of the State Economic Enterprise's newspaper ad said ” U'e 
open a bid to buy 10.000 tons DYO paint” DYO being another brand. Therefore, small size firms 
could not get any chance to survive. Consequently, Mr. Kdksal and Mr. Ertiirk needed to 
liquidate that business. The interesting point is that, their efforts to make that business profitable 
was successful. They sold the enterprise after making it a profit earner. This example may be 
utilized as “success mania”. It is important to note that, as successful as one might be, 
entrepreneurs are not immune from mistakes arising from risks taken.
1977-1978
After using an important amount of Holding’s financial resources. Pet Company lost its 
movement capability and investment power. Mr. Kdksal preferred dealing with the businesses 
they already had. Therefore, Pet Holding did not take on a new project for two more years.
1979
After the two years long reconsolidation period, Mr. Kdksal and Mr. Ertiirk decided to change 
Holding’s orientation from maintaining its current condition to new investments. In this context, 
they spent a lot of time to have the necessary experience to direct their attention to new areas. For 
this reason, while trying to achieve the necessary number to be a holding company, they 
established three new companies in 1979.
61
The first one was Pet Engineering, Consulting, and Representatives Co. which was established to 
conduct businesses that Pet Commerce Bureau already dealt with. These changes reduced the 
activities of Pet Commerce Bureau to the level of an insurance agency level. The second one was 
PetKontur Housing, Construction Industries and Tourism Inc. It concentrated its activities on real 
estate acquisition at the beginning. PetKontur was expected to conduct real estate activities that 
Mr. Koksal was responsible before in the name of the company. Today it owns a considerable 
amount of land and real estate. PetKontur has land in Datca, Knidas, Cesme which it may plan to 
develop building tourism complexes.
In 1979, after utilizing a source of information they decided to explore a baryte mine near 
Giresun. According to the research of MTA (State Mine Exploration and Extraction Institute) 
there was a reserve, extracting was not economical. To define the exact reserve, there was a need 
of 100 million TL, which was a huge amount compared to the size of Pet Holding in 1979. The 
result of exploration could be negative and it would put the holding in a difficult situation. Mr. 
Koksal and Mr. Ertiirk decided to enter this business by obtaining credit from mortgage 
agreements for their lands.
1980
1980 was an unexpectedly hard year for Pet Holding. The major reason for the difficulties was 
the decision of Mr. Taner to leave, who was as close as son to Mr. Koksal. Therefore, he had
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great power within the company and had friendly relationships with customers. As a result of his 
leaving. Pet Holding’s portfolio contracted to 20% of the previous year.
In the same interval, mine processing facilities of PetMA Mining Co. could not be 
operationalized. Consequently, it was exporting it as raw baryte which had lower value. Pet 
Holding’s major customer was Germany, therefore their first business relations with Germany 
began by exporting baryte mine to this country.
The last two years’ high political unstability in Turkey resulted in a military takeover in 
September 1980. This was an unfortimate turn of events for Pet because, Mr. Kbksal was 
mediator of a contract about a Nuclear Power Plant construction to Turkey by Swedish firm Asea 
Brown Boveri (ABB) and the Turkish government and ABB had mutually agreed on all the 
details of the treaty. However, military takeover caused withdrawal of Swedish government’s 
financial support and the project could not be realized.
1981-1984
This four year period was spent on recover the defects of 1980. Holding was neither financially, 
nor psychologically ready to have another attack. Therefore, this period can be called another 
period of reconsolidation.
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1985
By the year 1985, Pet Company had overcome financial difficulties. The necessary investments 
to the Mining Company were completed. Following the completion of Mine Processing unit of 
PetMa, the major market of its products became the former Soviet Union. In addition, PetMa 
mining company were exporting baryte to Albania and West Germany also.
In those years most of the payments of the former Soviet Union were on barter basis. For this 
reason and also in order to centralize Holding’s import-export activities, Mr. Koksal established 
Peteks. Peteks Foreign trade company was founded in 1985 with the purpose of centralization of 
import-export activities of Pet Holding. Its main activity began with the exportation of high 
grade baryte, which was extracted by PetMa Mining and Manufacturing Company. Shipment of 
baryte was made from the port of Giresun which proved advantageous in the delivery of mine, 
because of its proximity to the mine and major importer’s destination point.
1986-1987-1988
After the completion of baryte mine processing unit, exports to former Soviet Union were 
accelerated. As a result, relations with the Soviet Union entered into a new period. In these years, 
the Holding was quite comfortable in terms of financial position. The sales from the baryte mine 
was satisfactory and there were no serious problems. Profit coming from various activities, 
especially the sale of baryte was used in land acquisitions. In addition, PetYa holiday village was 
established to increase the value of the lands in Datca and Knidos. During this times PetKontur
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did not bid for any kind of contract in Turkey. Consequently, after improving its financial 
situation, the Holding got into a position that could evaluate both new business opportunities and 
changes in the environment.
1989
The year 1989 was very productive in terms of establishments of new business enterprises. Pet 
Holding took part in the establishment phase of 3 new enterprises in 1989.
First, SEK Marketing Tourismus and Trade GmbH was founded in 1989 in Frankfurt. The basic 
reason was that the development in international construction business and the need to supply 
required machinery and equipment from Europe. The important point here is that, SEK was the 
first business enterprise of Pet in Germany and represents their tendency to enter this country.
Petls Management Service Tourism was also established in 1989. The primary aim of this 
enterprise was to satisfy the needs and requirements of villa owners in PetYa summer resort. 
Thus, Petls mainly undertook all services related to the management, maintenance, repair work, 
security and operation of infrastructural facilities of PetYa summer resort.
Another important event of this year was the joint venture agreements among five leading 
construction companies of Turkey, namely: GAMA, GURIS, KISKA, KUTLUTAS, ENTES.
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PetKontur was the pioneer of this joint venture. The cooperation is called “MIR”, which means 
“peace” in Russian language. The major aim of MIR was to diversify the business risk because 
of uncertainty in the environment. MIR enables member companies to undertake construction 
projects which can be financed through barter agreements. MIR was expected to provide a safety 
umbrella against multinational competitors. MIR can be thought of as a strategic alliance and as a 
form of consortium. Before the end of 1989 Pet Holding got out of the partnership.
There were two reasons for this separation. First Pet believed that, it was not being treated 
equally by the other shareholders and secondly the opportunity to build a surgical hospital in 
Novakumetsk was not accepted by MIR. The interesting point is that, all the partners in MIR 
except Pet are well known incumbent firms in construction industry and their financial wealth is 
huge compared to Pet. Mr. Koksal says, they do not want to share future profits with Pet. MIR 
partnership was the first company which dealt with bids by barter.
As a result of the above conflict between Pet and the other partners in MIR, construction project 
of a 500 bed surgical hospital in Novakuznetsk has been awarded to Petkontur on a turn-key 
basis. This project consists of construction of a surgical hospital and a polyclinic, which were 
built for a factory. Project design of the hospital was done by Austrian Building Consult of 
Vienna. The necessary medical equipments were supplied by Hospitalia International.
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PetKontur has several building sites in Novakuznetsk, and they have the opportunity to gain 
different bids in that region particularly city planning and 500 units of Dacha style housing. The 
conditions in Siberia create an environment in which it is difficult to operate. Therefore, 
PetKontur do not have any significant competitors.
Various other Turkish firms operate in Common Wealth of Independent States namely Mesa, 
Enka, and Tekser. In contrast, the main threat comes from German construction firms, because 
Germany financed mass housing projects of soldiers located in Germany before the unification of 
Germanics, so as to create a pressure to favor German firms in bidding contracts. Actually, the 
main problem is not the German competitors but lack of hard currency in CIS. This became an 
obstacle in entering the market in CIS. Thus, firms who depended completely on the CIS market 
found themselves in financial trouble because of instability of cash flow.
PetKontur has also experienced delays in escalation payments. Since most of its businesses are 
financed by barter. Pet Holding was not severely affected with the problems its competitors 
faced. Some part of the delayed payments are to be financed by Eximbank credit, but the credit 
agreement will be operational only on the condition that the time horizon of natural gas 
agreements between the Russian Federation and Turkey are extended. This problem could not be 
solved until now.
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At this point, it would be better to look at the situation in the former Soviet Union to understand 
market potential in the housing sector.
The unsatisfied demand for housing is very large, with 18 percent of the families having been on 
waiting lists for more than 10 years. Individual housing constitutes only 22 percent of the city 
floor space, and its quality is very low. Per capita living space is below half that of West Europe. 
The housing situation is a major obstacle not only to labor mobility but also to macroeconomics 
stabilization. Maintenance is heavily subsidized, yet actual expenditures cover less than 40 
percent of the cost of even minimal required levels. This gap significantly contributes to the 
steady deterioration in the quality of the housing stock. Both production and rent subsidies are 
linked to the housing unit, and not to the means of those who live in it.
Russia is a highly urbanized country. In 1991, 74 percent of the people lived in cities. The 
international organization and economic efficiency of Russian cities therefore plays a major role 
in the overall performance of the economy. Among urban assets, the housing stock constitutes 
more than 20 percent of the total reproducible assets of the economy. During the post war period, 
the Soviet Union had the highest rate of urbanization among the nine main UN demographic 
regions of the world. As a result, a high proportion of the housing stock is of recent vintage 
compared with European or US cities. The urban growth in Russia was less concentrated than in 
market economies; the share of population living in cities with over one million people is low by 
international standards. Although Russia has built much housing fast, conditions in the housing
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sector is inconsistent with the level of technological development of the country and its 
economic potential. Russia probably has the most distorted housing system among socialist 
economies in transition., with poor organization, unrealistic relative prices, inefficient and 
inadequate housing production etc.
Because housing occupies such a large place in Russia’s total national wealth, restructuring the 
housing sector is a crucial element of a successful structural reform program. Reducing the large 
subsidies to housing and related subsidies to housing and related urban services is a key 
component of fiscal adjustment, especially at the local level. Changes in the wage regime and 
issues of enterprise and labor market reform cannot be dealt independently from housing issues. 
Finally housing and specifically the building industry, is a major sector of the economy and a 
large component of the slowdown in growth. In Russia, the industry may be a pacesetter in the 
resumption of growth.
Urban Housing was built, owned, and maintained by the state and enterprises until the end of 
1992. Housing has been free and represents only one percent of Russian expenditures until now. 
The reason is that free housing has been a major element of total labor compensation, 
complementing very low cash wages. Unfortunately, the state provision of housing has meant 
low housing quality, poor maintenance, misallocation over time, and chronic shortage. As a 
result housing mobility in Russia is also among the lowest in the world and a major obstacle to 
labor market adjustments.
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To mstisgc the trsnsition to a mflrkct driven housing system where households sre free to choose 
their housing, new policies must deal in a coordinated and integrated way with the existing 
housing stock and new production. A new and better privatization program is needed to replace 
the existing ones. Rent reforms and realistic pricing will stimulate privatization.
The sharp decline in housing construction results from the compounded effects of rapidly rising 
construction prices, cutbacks in central and local budgets that are imperative, and the recent 
material shortages associated with the disruption of inter republican trade.
The housing sector now faces extremely severe financial squeeze with the rapid increase in 
construction prices, the decline in public revenues due to the slow down of the economy, and 
deep cuts in capital investment by the central government. Cities and state enterprises which are 
two main chaimels for housing funds must make difficult resource allocation decisions which 
will force a deep restructuring of state building enterprises. Their choice is between the 
completion of work in progress, the production of a limited number of new imits and 
rehabilitation of the stock. (ABECOR Country Report Russia, CIS 1992)
In such a situation, conducting construction business in CIS is very risky. Therefore, such firms 
or Pet must diversify their business to hedge risks.
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1990
During the year 1990, Pet Holding experienced a great expansion. There were 4 new business 
enterprises founded in this year. Those were PetPlan, PetOil, PetAzer, and Rosturk.
PetPlan: PetPlan Baugesellschaft GmbH was established in the former German Democratic 
Republic. The acquisition of Petplan was achieved before the unification of two Germanics. Its 
main activity is the renovation work and repair activities in the German Democratic Republic. 
The acquisition of PetPlan was the first step of Pet Holding’s entrance to Germany.
Correlated with its geographic expansion policy, Pet Holding entered Azerbaijan in this year 
also. PetAzer Turkish Azerbaijan joint venture Co. was established by Peteks Foreign Trade Inc. 
and Azerittifak, Union of Consumer Societies of Azerbaijan, with the aim of investing in the 
field of processing and manufacturing of leather made garments. The investment was the first 
realized industrial complex in Azerbaijan by Turkish entrepreneurs.
Pet Holding was a pioneer of several companies in the establishment phase of Rosturk, which 
aims to improve economical relationships between Russia and Turkey. Pet Holding participated 
in these organizations with two of its companies which are PetKontur and PetOil. Following the 
establishment of Rosturk, Mr.. Koksal was elected as president of the organization.
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Another important decision of this year was entering the petroleum extraction and exploration 
business. PetOil Petroleum and Petroleum Products International Exploration and Production 
Inc. was established in 1990, to act in the fields of exploration, production and trade of petroleum 
products. The main field of activity of the company covers research and exploration of petroleum 
and natural gas, drilling, production, refining, storage, and trade in Turkey and abroad. In 
addition, PetOil Inc. acts in the fields of research, exploration for industrial raw materials and 
geothermal energy sources and will give consultancy in her field of activities.
PetOil has acquired three exploration licenses in the south eastern post of Turkey, namely in 
Diyarbakir and Gaziantep district. The oil act divides Turkey into eleven regions and prohibits 
more than eight licenses to each company in every region. For instance, TP AO has filled its 
quota and went into the establishment of a joint venture with PetOil. Thus, TP AO can continue 
its research activities. With an experienced partner like TP AO PetOil is able to gain access to 
new technologies in oil drilling and could utilize the high gravity oil which should require a pre- 
process before refinement.
In this year PetKontur won the bid of a $ 67 million surgical hospital in Novakuznetsk, which is 
the biggest contract that Pet Holding has signed to date.
BISDER, Union of industrial exporters, began its operation in February 1990. BISDER’s first 
activity was the establishment of a showroom in Moscow. Beginning with the year 1990, Pet
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Holding began employing different marketing tools. Organizing seminars and conferences for the 
Former USSR officials is an example of such activities.
1991
PetOil’s international activities in 1991 started after a review of opportunities of Former Soviet 
Union’s republics Russia, Azerbaijan, and Kazakhistan. A summary of petroleum exploration 
and extraction activities in these republics is needed for further clarification of the situation.
In CIS, oil production reached its peak in 1987 and the following decline was over 10 percent per 
year in 1991. The annual decline in 1992 is expected to reach 13 percent. These trends reflect a 
number of factors. Output from a small number of large fields has entered a period of natural 
decline. The potential for enhanced recovery from these fields is limited, due to the oil field 
management practices used earlier in their life. In many fields, the decline is compounded by the 
lack of finance to perform well workovers. Wells which should be repaired then put back on 
stream are remaining idle. Of even greater importance for the medium to longer term, lack of 
finance has prevented the development of discovered fields to replace output fi-om the large 
declining fields which have provided the bulk of output to date. Finally, in 1991 and 1992, the 
traditional equipment supply arrangements for the Russian Petroleum industry (e.g. from 
Azerbaijan ) have been severely disrupted following the breakup of the Soviet Union.
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Oil Production will not stabilize until renewed substantial investment for rehabilitation of 
existing facilities and development of new fields is provided. Given that present oil prices at the 
wellhead barely cover operating costs on average, there is no realistic prospect that oil producers 
will be able to finance any significant volume of investment until wellhead prices have made 
substantial progress towards world prices. There seems to be two parallel tracks to introduce 
institutional changes to ensure that investment funds are used more efficiently. These tracks are· 
full commercialization of oil producing enterprises and much greater usage of joint venture 
agreements with the international oil industry.
The international oil industry could play a major role in the recovery of the oil sector during the 
transition and beyond. In the transition international risk capital could finance a significant share 
of the investment needed to re-start development of major fields. At the same time, joint ventures 
with international companies would facilitate transfer of commercial management skills and 
modem methods of recovery in existing fields. As domestic oil prices approach world prices, the 
domestic oil industry would finance an increasing share of development investment. Continued 
participation of foreign oil companies would then ensure an adequate level of competition for 
exploration and development rights.
Exploitation of fuel reserves has often relied on techniques that result in rapid short term 
expansion of production at the cost of long term recovery prospects; production efficiencies 
abound. One consequence has been the eastward movement of production to new but remote and
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costly areas to exploit reserves in order to maintain output levels. Coupled with the inappropriate 
location of some refineries and power generating plants, this has led to increases in both transport 
requirements and production costs for coal, natural gas and electricity. Energy planners seek to 
use coal, gas and nuclear power extensively to meet domestic demand in order to free up oil for 
export. However, the short run scope for increased use of natural gas is constrained by poorly 
constructed and maintained pipelines and processing plants. Increased use of coal faces serious 
transport shortages and poses environmental problems if emissions are uncontrolled. And, more 
use of nuclear power is constrained by public opposition.
One salient characteristic of the Soviet energy sector today is its lack of flexibility. Oil and gas 
storage capacity is insufficient to cope with marked changes in demand, refinery shutdowns or 
pipeline bottlenecks. Existing port and pipeline capacity could handle oil exports up to the 
equivalent of the 1988 peak level which was about 30 percent above the 1990 actual level. 
Refinery capacity is not matched to the structure of demand. (ABECOR Country Reports, 1992)
Pet Holding’s president Mr. Koksal and vice presidents Mrs. Kdksal and Mr. Ertiirk also analyze 
the situation as above. Therefore, they decided to operationalize their company abroad . As a 
result. Pet Oil now has cormections for research and exploration of petroleum abroad. A joint 
venture company Azer PetOil was established with the participation of National Petroleum 
company of the Azerbaijan, Azemeft, which will act for exploration of petroleum in Azerbaijan.
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PetOil, with its management capabilities, has formed linkages with the Azerbaijan government 
authorities which enable to form a joint venture company, but the financial funds which will be 
needed for drilling oil wells and producing oil are out of its reach as PetOil tries to persuade 
TP AO to take part in the joint venture company. Therefore, PetOil acts as a mediator between 
TP AO and Azemeft. On the other hand, Bas PetOil joint venture was formed between Pet Oil 
and Baskirya Republic which is dependent to Russian Federation in 1991.
PetOil has a share of 47 percent with a capital of nearly $ 4 million. The first region they planned 
to operate was the Kungak fields. The cost of drilling and the pipeline will be around $ 11 
million and the project is expected to finance capital investment within the first year of operation. 
However, the project could not be operationalized until now because of some political problems.
During this year, PetAzer which produces leather made garments, began its operations. The last 
enterprise establishment of Pet in 1991 was BIS. BIS foreign trade Inc. was founded by the 
members of BISDER, which is a model for foreign trade companies based on the philosophy of 
bringing together numerous small and medium size exporters and manufacturers to form a 
stronger structure. Mr.. Kdksal was elected the president of BISDER beginning with its 
foundation.
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The most important political event of this year was the visit of President Turgut OZAL to these 
countries. Turgut OZAL’s personality and vision has helped to complete some problematic 
contracts. For instance, Kazakh, Turk joint venture agreement was signed by the contribution of 
Mr. Ozal. Recognizing the potential for increased trade. President Turgut Ozal’s March visit to 
Moscow resulted in a Soviet-Turkish call for an expansion of trade to $ 10 billion by the year 
1999. But while the ink was drying on the Soviet Turkish trade accord. President Gorbachev’s 
proposal for a revamped union gained a limited support in a halfhearted and controversial 
referendum. The breakup of Soviet Union was already announced.
In this year all of the activity centers of Pet Holding were carried to new Pet Holding Building 
for which $ 10 million was spent. Some of the Soviet bureaucrats attended a seminar organized 
by Pet Holding in October 1991.
Turkey’s neighbor to the north-east Georgia announced that she will charge 15 % tariff tax for 
every transit commodity. At the end of the year, the breakup of Former USSR was announced.
1992
A quick glance at the activities of Pet Holding during 1992 shows three new business enterprises, 
called PetBau, PetNorth, and KazakTurkmunay.
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PetNorth Joint venture company was established with the participation of the Ministry of 
Construction of Yakuthistan Republic of Russia and Pet Holding. According to joint venture 
agreements between partners, joint venture will be responsible of construction of a gynelogical 
hospital and some related cultural centers.
The second new business enterprise of this year was established in West Germany. PetBau 
Baugesellschaft GmbH was established in Frankfurt. PetBau was awarded by Heppenheim 
municipality. The reasoning for establishing a construction firm in West Germany, when there 
already is one in East Germany is based on the beliefs that unification of the two Germanics will 
take twenty or more years in real terms.
The last enterprise of the year was in the petroleum extraction area. KazakTurkmunay joint 
venture was established in 1992 between the Kazakhstan Ministry of Geology and Preservation 
of Natural Resources, TPAO ( Turkish State Petroleum Extraction and Exploration 
Organization), and PetOil. The purpose of this joint venture is to search and progress the 
petroleum fields. If production is successful, there are plans to export it. The estimated cash flow 
to Turkey in the next 25 years is expected to be around $ 31 billion. Pet Holding has a 9 percent 
shareholding in the joint venture.
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There are also some competitors operating in these countries. In Kazakhstan, for instance, the 
Chevron corporation formed a 50-50 joint venture for the Tengiz field. It is the largest field to 
come on the market for more than twenty years. It will be six or seven years before Tengiz 
provides a positive cash flow. Another Turkish company. Integrated Engineers Bureau(BMB) 
signed a protocol in 1992 with Kazakhstanneftegat to construct a new oil refinery, develop oil 
fields, and repair oil wells.
On the other hand, the Black Sea Economic Treaty, which is aimed to increase trade between 
member countries was signed on 2.3.1992.
Another political event of this year was the visit of Prime Minister Suleyman Demirel to the 
Turkic republics. Although it was evaluated successful politically, the visit had no significant 
effect over commercial activities.
1993
There were two new business enterprise founded in Germany during 1993. These were PetCos 
and PetProject. Pet Project was established with the aim of producing projects to the two other 
firms in Germany. The advantages of these firms were established in Germany are mainly the 
quality of the job done by German workers and the idea of using unemployed Eastern German 
workers. Use of Turkish workers was not preferred because of possible dispute in public, so Pet
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Holding hedges against a possible hostility towards the Turkish image. The other establishment 
of 1993, PetCos, deals mainly with refugee housing in Germany.
The military takeover on 6.13.1993 in Azerbaijan was another example of political instability of 
the newly formed Turkic republics.
6.2.) GRAPHS AND EXPLANATIONS OF INFERRED PATTERNS.
Up to this point, we reviewed the last 19 years of operation of Pet Holding in a strategic 
perspective. We can now focus on strategies inferred during 19 years of operation of Pet Holding 
and significant changes in the environment.
During the life of Pet Holding, 16 different strategies were inferred. These strategies are grouped 
into five categories and changes in the environment will be analyzed.
In the graphic representation, vertical dimension has symbolic meanings. Therefore, for most of 
the graphs, the unit of vertical dimension is hidden. As a result, graphs are presented for the 
purpose of comparison of change in strategy. In fact, these graphs are only perceptual maps of 
strategies and behaviors in life of Pet Holding. Reader should see appendices for details.
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The categories are:
I. Idea Generation and Follow Up.
II. Finance
III. Marketing
IV. Leadership and Influencers: Power relations.
V. Personnel
VI. Changes in the environment.
Before presenting perceptual maps, I want to give additional information about categories 3, and 
5.
Marketing:
In CIS, when the reliability of a firm is proven it can get a job without adjudication. If one can 
get loyalty from the Russian Federation officials, whenever a new business is considered, an 
incumbent firm which has a proven success record in the past will most probably take the 
adjudication. At that point Pet Holding is the advantageous firm since they are the oldest firm in 
the market with good relationships. In this way there is not much need for professional 
marketers. According to Mr. Gedik, coordinator of foreign trade, a businessman should be 
persistent and patient in order to get a job in CIS. Since Pet Holding has the ability of using this 
capability perfectly, this is its crucial sustainable competitive advantage.
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Due to the characteristics of Russian officials, reliability is very important. Completion of a 
project is an important asset considering the continuation of the bids. PetKontur has an advantage 
to undertake construction projects, without a sealed bid because of Mr. Koksal’s personal 
relations in these countries. According to Mr. Platin, general coordinator of construction, 
political instability in the former Soviet Republics and the lack of financial funds severely affect 
the payments of the projects. PetKontur, in these circumstances, would not do business in CIS 
without a hard currency agreement.
On the other hand, Pet Holding does not feel itself as a foreigner in Germany, because, it knows 
Germany’s business culture, mentality, and ethics. This can be utilized as a sustainable 
competitive advantage. Pet acts carefully to avoid being labeled as a Turkish based company. 
Instead of Turkish workers, they prefer employing Germans in both of their building sites in 
Germany. In this way, they utilize employment opportunities to gain sympathy and deflect 
nationalist reactions.
Human Resources Management:
According to Pet Holding’s top managers, the qualification of human resources of Pet Holding is 
the main important asset of the company. Managers have experience in their field and have 
formerly served in State Economic Enterprises. This creates a deficiency in the sense of decision
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making, because, in bureaucratic structure, decision making is done by top level management; 
other managerial levels are only responsible for execution of the decisions. These managers are 
not expected to use their own initiative, because this may create bottlenecks in decision making 
channels. They hesitate a long time before taking actions. The power hungry manager (Mr. 
Koksal) takes initiative in those cases.
Pet Holding does not have a large pool of work force and the demand for workforce changes 
seasonally in construction. They do not allow their workers to join unions, which gives 
advantage in lay off and working condition requirements. As a result, PetKontur has a cost 
advantage.
The aim in presenting these perceptual maps is showing changes in every strategy area at the 
same time to the reader. Details and explanations of each map is given at appendices.
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6.3) DETERMINATION AND CONCEPTUAL INTERPRETATION 
OF MAJOR PERIODS
In the previous chapters, rough data about the history of the organization is given chronologically. 
However, this is not the ultimate aim of the project. Consequently, in this chapter I will present 
Pet Holding’s histoiy within five periods concept which is defined in last chapter.
After reviewing previous chronological presentation of company history and analyzing all of the 
infened strategies together on a common time scale we decided to introduce five periods to Pet 
Holding history in terms of changes in strategic policies. These periods are:
1. 1930- 1974 Pre-formation period
2. 1974- 1979 Period of formation: years of little growth
3. 1979- 1982 Period of deterioration in condition
4. 1982- 1989 Period of reconsolidation
5. 1989- 1993 Period of fast growth
The decision to choose these years are chosen for transition fi"om one period to the other was 
made according to the analysis of graphs on common time scale to detect and infer major turning 
points in history of Pet Holding. These special points in time are chosen as turning points fi om one 
period to the other because at these times more than one component of strategy is affected by 
changes in some related factors. This procedure has resulted in the above five periods. Years of
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transition fi om one strategy to tlie other are drawn vertically. At the and of this thesis, we will 
discuss important strategic characteristics and emerging patterns in terms of entrepreneurial 
literature.
6.3.1.) 1930- 1974: PERIOD OF PRE-FORMATION
During literature suivey, we found out that most of the entrepreneurs have a trial in their business 
life before they are thirty years of age. However, in our case, the president of Pet Holding 
founded his first business enterprise when he was at the age of 44.
This clear difference forced us to look at his life until 1974. Our hypothesis here is that: his 
experiences until 1974 will show itself as distinctive behaviors in entrepreneurial style. Therefore, 
we are looking for the roots his entrepreneurial personality. On the other hand, there has to be a 
reason for waiting such a long time before the first attempt. Mr. Koksal says ‘ My personality is 
the key in my success’. At this point, I want to present some of his most apparent personality 
characteristics using his words.
.) Playing Honest; After his return to Ankara, he participated in a commercial cooperative 
activity as the responsible member. He collected 1.775.000- TL in 1968 for a collective house 
building activity. However, this attempt failed because of some external economical factors. 
Tlien, he gave back all the members’ participation share with accrued interests. This was the
88
starting point in his tmstable businessman image. Honesty was tlie first and serious principle of Mr. 
Koksal. He always says “the reason of being successful is just being honest”.
.) Long term planning: Mr. Koksal and Mr. Eiturk always made long teim planning for 5-10-20 
years. For instance, their entrance to East Germany before the breakdown of the wall is a good 
example of future vision.
.) Inflexibility: Mr. Koksal is very stubborn person, never gives up. After the joint establishment 
of MIR partnership; Pet left because of unequal treatment from the other partners. Following this 
event, Pet Holding shouldered the responsibUity of hospital bid which was not accepted by other 
partners, alone.
.) Risk Taking: Risk taking seems to be the most apparent characteristic of Mr. Koksal. 
Sometimes this capability seems to defy common logic. For instance, before 1980 when pohtical 
environment is turbulent. His secretary said that: terrorists had put a bomb under his car. He ran 
to his car without an idea what he has to do. He sat down the drivers seat and turned the ignition 
key There was no explosion may be help of chance.
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1974 - 1979 PERIOD OF FORMATION: YEARS OF LITTLE GROWTH
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As we mentioned earlier, Pet Holding was founded by Mr. Koksal as a result of a dispute in State 
Petroleum Extraction Company. Koksal’s entrance to the engineering consultancy business is a 
result of his self confidence. However, this fii st attempt resulted in a failure as it is explained in last 
chapter.. This was an important lesson which prompted Mr. Koksal to take into account 
environmental conditions seriously in his fixture business deals..
In this period, the company dealt primarily with the representation business. Close to the end of 
the period, the company bought a land which was to be explored for the mine extraction. At this 
point, when company top managers directed their attention towards the mining business, their cash 
cow; the representation business faced a severe shock. The responsible manager of this operation 
was left with 80 % of portfoUo.
6.3.2.) 1974 - 1979 PERIOD OF FORMATION: YEARS OF LITTLE GROWTH
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1979 - 1982 PERIOD OF DETERIORATION IN CONDITION
ENVIRONMENT STRATEGIES LEADERSHIP STRUCTURE
In this period the purchase of Baryte mine and Mr. Taner’s leave from the company follow each 
other closely. Purchase of the mine was a heavy commitment. In addition, the taxes for 1978, 
which was a very profitable year,(1978 was a slow growth year but profitabihty is not coirelated 
with giowth. Pet Company did not do any investment in 1978 therefore all the profits were 
taxed.) . needed to be paid in 1979. These two dragged Pet into a teirible situation. Therefore 
these three years were spent on to recover the power the holding held before Mr. Taner’s leave.
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1982 - 1989 PERIOD OF RECONSOLIDATION
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IXiring these years. Pet solved its problems by the help of increased sales. It sold baiyte as rough 
mine at the beginning. After they reached to enough financial power, it built a process factory to 
add value to their products. This was a very profitable business. As a result, holding’s financial 
performance increased. As a result, it entered the hst of the three highest tax payers in Giresun.
However, the shock in World crude oil prices affected petroleum extraction activities all around 
the World. Since nearly 80 % of baryte consumption in World is done by this sector; and because 
of pohtical uncertainty in the Soviet Union which is major customer of Pet, all previous orders had 
to be canceled. This crisis affected Pet deeply. Pet experienced a dramatic decrease in sales.
6.3.4.) 1982-1989 PERIOD OF RECONSOLIDATION
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1989-1993 PERIOD OF FAST GROWTH
ENVIROjNMENT STRATEGIES LEADER STRUCTURE
At the beginning of 1989, drastic changes in the Eastern bloc created an opportunity for Pet 
Holding. Founders’ entrepreneurial stimulus and risk taking capability are the most necessaiy 
components that a firm has to start a business activity. Since these two specifications are already 
veiy strong in Pet, it had no serious competitors in this market. Therefore, it utilized the 
advantages of being a monopoly in some areas. The principal of playing honest made them most 
trustable company in this market. In those countries honesty is very important. Accordingly, this 
image caused Pet to have some bids without announcement of bids by government. Beginning 
with the year 1991, Pet used the capital coming fi’om mining constmction and other holding 
business to finance the Petroleum extraction business which is in its breeding stage. The above 
approach is a good example of risk taking behavior in a maturity stage company.
\  .) 1989- 1993 PERIOD OF FAST GROWTH
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CHAPTER VII
A GROUNDED THEORY OF ENTREPRENEURING IN DIFFICULT
ENVIRONMENTS
In tliis study, we discuss entrepreneurial behavior in difficult environments. Mr. Koksal is the most 
powerful man in the organization. Therefore, entrepreneurial style of the company is mostly 
affected by Koksal. We hope our findings and comments will be valuable for researchers in these 
areas.
As the reader can see in biography of Mr. Koksal, his weavy life helped him in business 
experiences. His family origin and cultural values are cosmopolitic. French culture, a 
mathematician father, an engineer grandfather, Lebanon culture, Ottoman culture, and German 
Austrian culture are some of the components of this mix. This has helped Koksal to conduct 
business in rapidly changing environments. Kbksal has enough experience to adapt to changing 
conditions easily. In fact, he does not resist changes in the environment, but he tries to exploit new 
opportunities while avoiding threats.
Notice that, during the previous periodical analysis, we explained transition ifrom one period to the 
next by radical solutions found in crisis situations. However, it must be reahzed that every new 
entry to a business is not preceded by a crisis. The event in 1974, Koksal’s leaving TPAO, is a 
deep crisis and the solution, leaving the job is a radical movement. In 1979, purchase of the baryte 
mine and Mr. Taner’s departure followed each otlier. Purchase of mine was a heavy commitment
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to pay. Oil the other hand. Mr. Taner was the only responsible person in customer relations. 
Therefore, these two events caused Pet to experience a deep crisis.
Following the three year long financial crisis. Pet started exporting baryte resei’ves as rough mine 
at first beginning. As soon as it got financially stronger, it built a process factoiy. The profit 
margins in this business was remarkable and Pet reached a financially healthy structure.
The last period in this analysis begins in 1989. 1989 was an extremely unstable year for world 
pohtics. During this year, change in the pohtical regime in Soviet Union, unification of Germanics, 
and the announcement of independence by central Asian Repubhcs took place.
Transitions from one period to the next are a consequence of solutions found in crisis situations. 
Crisis may be internal or external. For instance, at the beghming of the last period. Pet was very 
healthy. Therefore, Koksal could exploit poUtical changes (crisis) in the environment. Similarities 
in these transitions forced us to look again at our discussion of when an entrepreneur acts?
7.1.) W HY (AND WHEN) AN ENTREPRENEUR ACTS
The major decision that an entrepreneur has to make is whether to establish his own company or 
not. In the case of Mr. Kdksal the answer was not to enter untU he was 44 years old.
“Why an entrepreneur acts," is a question related with personahty factors. In tliis approach, we 
will assume that entrepreneurial behavior has linkages with personal motivations, environmental
98
characteristics, and some other personality factors. However, literature suggests that it is 
extremely difBcult to link particular psychological or sociological traits causally to patterns of 
complex behavior such as entrepreneurship.
Therefore, we now face the question: Mr. Koksal aheady had the above mix of personality 
factors, so why did he wait such a long time to estabhsh a commercial firm to his account. The 
answer to the question “why Koksal acts?” does not have a strong theoretical background. 
However, although it is not strong, there is a correlation between entrepreneurship and personahty.
Our answer is quite simple: each entrepreneur has a threshold point to start his/her business. Each 
entrepreneur, evaluates opportunities and risks in the environment continuously. This process is 
very similar to the SWOT analysis done when a firm intends to enter a business. At the end of this 
analysis, the entrepreneur comes up with two results: first one is an opportunity of success and the 
second one is related risks. The process of comparison risk taking capabiUty of entrepreneur with 
associated risks in the planned business may result in two ways “act or not to act”. Risk taking 
capabihty and profile are specific to each person. We may handle risk taking capabihty as 
threshold point to enter a business. Differences in risk taking capabihty depend on personahty 
factors and criteria used to evaluate oppoitunities and risks in the environment.
At this stage the effects of environmental factors become apparent. Environmental variables are 
also relevant not only in that because they open up opportunities to exploit market inefSciencies
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in the "economists’' approach, but also in the sense that, different environments are more or less 
conductive to entrepreneurship and can be more favorable to the new venture’s success.
Consequently, foundation of a new business enterprise is a match of threshold point of an 
entrepreneur to his evaluation of opportunities/risks combination. According to the above 
approach, we may call the entrepreneur a person with a lower threshold point compared with the 
population that he hves in. If we return to Mr. Koksal’s case, it was a late match of his threshold 
point and opportunities/risks combination. Remember that, assignment of a colleague as CEO of 
State Petroleum Extraction Company, was an environmental effect, that lowers threshold point of 
Mr. Koksal. Some strong external events can make certain changes in evaluation criteria alsa.
7.2.) MULTI-NATION ENTREPRENEURING IN DIFFICULT ENVIRONMENTS
At first, entrepreneurial firms are a small firm operating in a single country. As a managerial behef, 
I do not expect an entrepreneurial firm to be multinational in a few years. In general, most people 
expect new ventures to begin domestically and for their international operations to evolve slowly 
(Oviatt and McDougall 1995) Then, what are the underlying factors that made this premature 
activity successful ?
During the 1970’s, Turkey experienced political and economical instability. There were 
deficiencies in skilled labor force and tlie raw material source. Technological capabihty was
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limited to the imitation of useless old technologies of foreign countries. Turkey exported only 
agincultural goods. Political risk was very high. Thus, the environment was turbulent.
Films operating in liberal economy countries were unfamiliar to tlie political system in the eastern 
bloc. In addition, after the break up of the union although the economy seems more hberal, the 
turbulent environment was a factor that other competitors of Pet had never faced before. The 
rapid changes in USSR reflected itself in the political arena also. After the breakup of Soviet 
Union, companies operating in these countries faced extreme difficulties. Sometimes, it was 
impossible to find a “responsible” government official. In contrast to its competitors. Pet had 
experienced conducting business in turbulent and unstable environments. This was an advantage 
for it. It tried to use this advantage to their benefit. Koksal comments: "our previous experience 
made us perceive these countries as our home countries. "
Especially for countries of CIS and Turkey conducting business related to government authorities 
creates an entry barrier. Newcomers can not enter to the market because of probable collusion of 
State authorities with films in their industiy. Therefore, in such environments of high corruption, 
new entry is not easy because of resistance coming fi"om both already operating firms and State 
officials jointly.
Opening branches in countries where the political enviionment was unstable or experiencing 
periods of transition, became a tradition at Pet. Mr. Koksal tried to develop strategies to open 
branches in Lebanon and Eastern Europe. In terms of value chain metliodology, entrepreneurs
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make an external analysis to examine whether a match of internal and external factors is possible 
or not. At this point, being familiar witli these countries was a sustainable competitive advantage 
compared to competitors. This factor makes the match positive. Therefore, this advantage can be 
seen as the cornerstone in Pet’s success.
Besides the famiharity factors there are others that have made successful in turbulent 
environments. In such environments customer tastes, product seivdce technologies and competitive 
weapons often change unpredictably. Since product market changes are quick in these countries, 
managers often try to attract rather diverse array of customers with a heterogeneous market.
To cope with very complex environments firms adapt rather organic structures. Organizations try 
to be responsive to their challenging environments. First much of the authority is delegated to 
lower level personnel. The adaptive task is too difiBcult to be done exclusively at the top of the 
firms. Second, much use is made of technocrats such as scientists and engineers in creating 
innovations. Third, firms engage in much scanning of the environments to discover important 
challenges and opportunities ( Miller, 1983)
According to above analysis, the structure of Pet is closer to organic structure, and strategy 
making seems more likely to adaptive mode. Theoretically, adaptive mode emphasizes careful but 
quick analysis of issues. There is often no time for lengthy studies. Also the planning horizon can 
not be veiy long in the face of turbulent environments.
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In Pet, strategies are only the feel of Mr. Koksal. Therefore, the decision making process for the 
strategic events is very quick. Consequently, Pet can adapt to turbulent environments easily. The 
turbulent environment dictates that strategies must continuously be revised and updated. Therefore 
realized strategies are mostly emerging strategies.
7.3.) MULTINATION HOPSCOTCHING
As we mentioned before, strategy making in small entrepreneurial firms is intuitive rather than 
being analytical. Therefore, in this type of firms, strategy of the fiam is a combination of mostly 
the “feeling” of a person who has expertise in that business and a little help fi’om planners and 
technocrats. Conventional wisdom would suggest that firms usually internationalize after a period 
of domestic maturation. However, in Pet Holding the situation is diSerent.( Oviatt and McDougall 
1995)
It is also interesting that, environmental heterogeneity is related to entrepreneurship. But here the 
direction of causality is especially ambiguous. The fiirst alternative, market heterogeneity, gives 
managers broader experience so that they perceive more entrepreneurial opportunities. On the 
other hand, firms may begm to apply lessons learned in one market to other markets. This way, a 
firm paying lessons learned in one market has tremendous advantage over its competitors. As a 
result, if a film operates in dynamic environments and wants to continue its operation in similar 
environments in different geogiaphic locations, it can be said to employ the “Geographic 
Hopscotch Strategy. “
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There is at least one other hopscotch strategy: “Hopscotch Business Strategy.” We can describe 
tliis strategy as: if a finu adopts the conditions of environment in a geographic location better than 
its competitors, it can enter new sectors with little knowledge about them. Such firms, generally, 
employ professionals and technocrats first. Pet Holding’s leather business in Azerbaijan is an 
example of “Hopscotch Business Strategy.” Notice that, although it employs professionals 
holding’s chemical and paint production businesses resulted in a failure. We can conclude that, 
hopscotch business strategies may not give positive results in technologically complex businesses.
There are several evidences for execution of hopscotching strategies in Pet Holding’s history. For 
instance, since PetKontur has several sites in Russia, during, their entrance to (East) Germany they 
used experiences coming from Russia, according to Mr. Koksal, which is an example of 
geographic hopscotch strategy. . On the other hand, Pet Holding tries to exploit every profitable 
business opportunities following its entrance to a new market. They established four different 
firms in third year of operation in Germany, the same is true also for Azerbaijan and Russia. They 
established a firm to produce leather made garments in Azerbaijan following their entry to 
petroleum business. These are all examples of business hopscotch strategy.
If a firm wants to employ hopscotch strategy timing of execution is the most important factor for 
success. However, in entrepreneurial firms, entrepreneurship is mostly influenced by the leader. 
Since strategy making is mostly intuitive, the leader's knowledge and personality will affect
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strategie decisions. Eventually, the success of hopscotch strategies depends on the level of 
accomplishment in entrepreneurs’ estimates about future.
An entrepreneurial fimi which has a simple stmeture can quickly decide to operate in accordance 
with any changes in the environment. This quick response advantage is another positive side of an 
entrepreneurial firm. However, the necessity of this quick response sometimes causes such firms 
to make mistakes that they can not recover from. Therefore the risk associated with 
entrepreneurial firms are quite high.
Since strategies are mostly feelings of the leader it does not take a long time to make analyses. 
Therefore, entrepreneurial firms are pretty suitable for employing hopscotch strategies in turbulent 
environments. Pet is an example of both “Geographic” and “Business” Hopscotch Strategies at the 
same time.
Entrepreneurial firms are risk takers. They take risks to achieve a high level of profitabihty. In 
taking risks, the entrepreneurs depend on their feelings. They scan the environment to seize any 
opportunity that can bring a profit. Sometimes, their activities may be successful and they can find 
a very profitable business or any geographic location suitable. However, followers get into the 
scene with a time lag changing from situation to situation. They carefully analyze the success of 
the entrepreneurial firm and market conditions. If their analysis gives positive results, they invest in 
that business big amount of financial resources. Consequently, entrepreneurial firm will be forced 
to reduce profit mar gins. Therefore, these conditions will stimulate entr epreneurial firms to look
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for other locations or businesses. Small entrepreneurial fimis have to be ready to hopscotch to a 
different position by their rivals.
Forces for change are always present in the environment. These factors may affect firms’ 
positioning. In addition, changes in internal conditions of organizations can have .similar effects. 
However, external forces are subject to discussion mostly because, all the firms in an industry are 
affected by these external forces more or less ranging from technological improvements to 
changes in external conditions.
This unsecured positioning of entrepreneurial firms forces them to constantly search new 
opportunities. Therefore, if these companies intend to remain entrepreneurial they must convince 
everyone that change is the company’s overriding goal. If not, the company has to be ready to 
serve the needs of a mature market, because today there are few geographically protected market 
niches. As a result, internal and external forces collectively cause firms to save its entrepreneurial 
spirit.
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7.4.) ENTREPRENEUR AS A MAGNET
In literature, most of the time an entrepreneur is called a clever person with strong enthusiasm and 
has a pragmatic approach to changes in the environment. Entrepreneurs pursue changes and 
exploit them to make profits through adaptation of new behaviors.
In my opinion, this is the case when an entrepreneur plans to do business related to his/her 
experiences. However, in the case of Pet, Mr. Koksal does not have experience on international 
trade 01' construction industiy. Therefore, when an entrepreneur wants to act in a business that 
he/she is unfamiliar, therefore idea generation process becomes different. At this stage, 
professional people come on the scene. Technocrats enjoy working at the forefi’ont of their fields 
and want to develop professionally. They may thus try to sell their new ideas to the entrepreneur. 
Their aim here is to have more variety and challenge at their job.
In small firms, strategies of a firm are almost defined by entrepreneur-owner, because the owner 
has proven knowledge about that business. However, as the size of the firm grows or the firm 
wants to enter a technologically complex business, the firm will need the help of experts in that 
field.
Even though experts have deep knowledge about technological facts, their ideas may not be 
applicable economically. For instance, they may find the correct chemical formula to increase the
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durability of food, but, the firni will not apply that project if cost of food becomes higher than 
consumer's willingness to pay.
Entrepreneurs continuously scan the enviionment. During this scanning process, changes in the 
environment may cause economically profitable business to appear. Entrepreneur tries to be 
careful. In addition, for the areas that he/she does not have enough knowledge, the entrepreneur 
exploits the knowledge and experience of experts. He/she evaluates the information coming from 
experts and decides accordingly whether possible profitable business could be established with 
reasonable risk.
In the case of Pet Holding, Mr. Köksal is a good hstener and is open to new ideas. As a result he 
exploits the capabihties of more than just his brain. The interesting point here is that Mr. Köksal 
owns ideas in a httle time. His charismatic and aggressive personahty make people think as if those 
ideas are products of his enthusiasm. In fact the process is as follows, individually, people with 
good ideas, if some other complementary factors lacks, financial or necessary' connections etc., 
come to him. Therefore, Köksal exploits their ideas and they use Köksal’s established 
coimections.
For instance, foundation of Diper Chemicals in 1976 shows Köksal’s risk taking behavior and 
openness to opportunities in the environment. Two brothers come to Mr. Köksal, one of them is 
chemist and the otlier is economist, and present their project to Mr. Köksal. They convince him 
that it miglit be a profitable business. Consequently they establish a partnership. On the other hand,
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PetCos Refugee Housing business started almost the same way. A cle\er person comes to 
Mr.Koksal and convince him that he has a briglit idea. Then tliey establish a joint venture in 1993.
There are some other examples of Kdksal’s entrepreneurial behavior like magnet. PetAzer, 
founded in 1979; entrance to mining business in 1979, and entrance to industrial paint business in 
1976 are some of tlie examples. Notice that, all of the five examples we gave are similar in one 
sense: in all of those cases Holding is comfortable financially. Therefore, Koksal is already looking 
for a new adventure, which means he was open to new ideas. In fact he says that, almost every 
day a stranger come to us saying that I have a brilliant idea. However, approximately only one of 
them in a year had a really good project.
7.5.) CLICK AND CLASH OF ENTREPRENEUR AND THE ORGANIZATION
An entrepreneurial organization, most of the time, is positioned to fit the needs of consumers in a 
niche market. However an organization may remain entrepreneurial although it becomes a 
multinational holding company. At first glance, these two terms may seem a bit contradictory. If a 
firm continuously breeds new products and ideas or enters new markets, then it can be classified 
as entrepreneurial.
Organizations in an industiy may have similar goals. Environmental factors are nearly the same 
for all companies but, each firm responds to external disturbances in its own way. Some of the 
film may react to changes in the environment to their own advantage. Thus, they exploit changes.
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In fact, organizations as closed systems are consei-\ ati\e in nature to the changes because changes 
in status quo will also affect the people in charge. Hence, for a firm, to adopt change, anyone 
(entrepreneur) has to care adaptation more than his position in the finri. Under these conditions 
forces for change alters forces for resistance and organization remains entrepreneurial.
At this point, the role of “change agent” becomes important. The change agent is the person who 
takes initiative in a change process. Change agent has to be powerful enough to control, dictate, 
and manage the change process. In Pet, Mr. Koksal behaves as a change agent. Therefore, 
organization becomes more dynamic and entrepreneurial.
If we analyze the life of Pet chronologically (See “number of new business enterprise graph” at 
appendix), we will see that, fi'om 1974 to 1993 M . Koksal estabUshed 22 firms in four different 
major industries. 22 firms show that M . Koksal continuously scans environment and tries to 
exploit each possible profitable situation. On the other hand, some of the firms are only “on the 
paper” companies today. Even though they were pretty profitable a few years ago. In my opinion, 
Koksal scans the environment, and if he sees an opportunity window is open, he enters that 
business. Although he is very stubborn, if market conditions change he is flexible enou^ to shift 
his attention to other businesses.
As we mentioned before, organization’s and entrepreneur’s goals may be conflicting. In such a 
case, the “clash” of the entrepreneur and the organization may worsen organization’s overall
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perfomiance. In the case of a "click’' of entrepreneur's and organization’s beha\-ior the reverse is 
also true.
We see a wave pattern in almost all the perceptual maps of Pet Holding. Since Pet Holding is 
made up of 22 different finns, changes in a business of little importance does not reflect itself on 
perceptual maps. Thus, we see wave pattern of Holding in those maps. In fact, each business has 
its special wave pattern, but only the changes in one of dominant business is reflected on 
perceptual maps.
We could say that “chcks” in Pet Holding’s history shows itself by push ups in its performance. 
The most important factors of success in Pet Holding are entrepreneur ( Mr. Koksal), organization 
(top management team, including Mr. Ertirrk and Mrs. Koksal), and partners. Documentation of 
Pet Holding’s history shows that if entrepreneur, the organization and entrepreneur, paimers 
“chck” with each other Holding’s performance increases. For instance, in 1975 and 1990 all of the 
factors “chcks” with each other and in those years Holding experienced fast growth. The opposite 
argument is also true. In the case of a “clash” between entrepreneur and the organization or 
entrepreneur and the partners Holding’s financial performance deteriorated. In achieving such a 
conclusion we accepted increasing turnover ratio among top managers and Uquidation of a 
business as signs of a “clash”. For instance. Holding’s hardest years 1980-1981 are a result of such 
“clash”. In our opinion, risk taking behavior of Mr. Koksal is also affected by these “clicks” and 
“clashes”, in otlier words “clashes” is a kind of feedback mechanism in Pet Holding.
I l l
The main underlying reason that caused Pet to remain entrepreneurial is Kdksal's approach to 
business. Following the foundation of a company; Kdksal takes responsibility in eveiy detail. As 
time goes on, Koksal gives the duty of management to professionals if business becomes stable. 
He has the time, experience, and money. He is constantly looking for a new adventure. He tries to 
breed new ideas. If he does not have a new idea, he listens to others who might. As a result, he 
continuously evaluates proposals in different businesses in various countries.
The interesting point here is: although he gave management to professionals in some 6rms, these 
firms stiU show an entrepreneurial approach to business. In my opinion, this approach is due to Mr. 
Koksal's behavior and success. Top managers become a httle more courageous and take risks to 
follow their leaders. Turnover ratio among top managers is very high in Pet. Remember that, most 
of them are coming from bureaucratic structure. Therefore, some of them can not work in 
harmony with Mr. Koksal.
7.6.) ENTREPRENEUR AND THE LOCAL PARTNERS
Pet Holding has joint ventures operating in Germany and experienced partnerships in CIS. Mr. 
Koksal considers his partners as important participants for success. He beheves that the political 
situation in tliese countries is an advantage for Pet’s firms. He says that;
A lack o f  know-how, legal and political infrastructure and a free market attitude are amongst 
the barriers to that business. But it will become better. I believe that Turkey’s transition to free  
market policies and structure gives Turkish business people an edge over Western rivals, who
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are not used to working in such flu id  conditions. But if  all else fads experience says that: they 
are vety similar to us
Rapid changes in the regulatory and legal environment caused Pet to look for a person that has 
deep knowledge about governmental relation in these countries. Local managers would know 
more about supphers, networks, and ministries, regulations and cultural patterns. Russia and East 
Germany have many capable experienced managers. Pet prefers estabhshing partnership with 
people having special know-how in a specific area in its home country also. However, partners 
gain a special importance in foreign countries because, they supply necessary knowledge and 
governmental relations at the same time which are vital in conducting business in a foreign 
country.
Organizations facing turbulent environments have to be flexible in their structure. At this point, 
adhocracy seems most suitable to deal with change. Literature suggest that, adhocratic structure is 
the most compatible way to succeed in rapidly changing environments. Therefore Pet’s centralized 
“one man show” structure may fail in such conditions. Reader should notice that, in centralized 
organizations decision making authority is the sole responsibdity of a few managers or may be an 
individual. Koksal prefers building partnership to overcome such structural difficulties. 
Consequently, Koksal gets rid of structural difficulties by dividing operations into several simple 
subunits.
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On the other hand, finding the right person to manage a joint venture can be riskier than 
conducting business by the finn’s personnel. At this point, Koksal's intuitive capability to find the 
right person to give responsibility becomes important.
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CHAPTER v m
CONCLUSIONS
The puipose of this research is not reaching a final conclusion or proving an idea on strategic 
management. As stated at the beginning of tliis study, we had a dual puipose when we started to 
collect information: one is documenting the history of an organization in teims of strategic point 
of view, and the other is contributing to hterature in the areas of entrepreneurial organizations. In 
this thesis, we try to discuss a kind of issues such as a variety of behaviors or patterns that would 
exist in an organization.
This study is limited by information coming fi-om only one entrepreneurial organization. In fact 
authors squeezed because of absence of written records or pressed documents. The worse of that, 
some of the information resources is not available because of confidentiality. We decided to 
increase the number of interviews to overwhelm this obstacle. Therefore, the major limitation of 
this research is findings are special to only one organization and are not tested on other 
organizations. On the other hand, absence of “hard data” is the most important shortcoming. 
Authors developed perceptual maps, presented at appendices, to give the reader an idea on 
changes in strategic areas.
We recommend for further research testing the existence of patterns presented in chapter seven 
on another set of organizations. For instance, Oviatt and McDougall (1995) identified a group
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patteni of seven characteristics that literature suggest associated with the success of an 
international venture.
These characteristics are:
A global vision exists from inception
Managers are internationally experienced
Global entrepreneurs have strong international business networks
Preemptive technology or marketing exploited
A unique intangible asset is present
Product or service extensions are closely linked
The organization is closely coordinated Worldwide
Based on their assessment o f the dozen firm they search for the existence o f these seven 
characteristics in a firm.
There can be three possible options for further research’s methodology. The first one is, searching 
the other common characteristics o f an entrepreneurial firm other than literature suggest. Notice 
that CKiatt and McDougall made a set o f seven factors related with success of Multinational start 
up finns after a literature sur\'ey. Altliough in this research, we do not tiy to build connections to 
success in discussing patterns in chapter seven. It is possible including success factor as one o f the 
consequences of these patterns with a little modification. For instance, being an entrepreneur as
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magnet is a success factor. An entrepreneur belia\nng like a magnet absorbs all the positive ideas 
and technology in the einironment, which is desperately helpful to the success o f the company. 
Remaining characteristics existing in Pet Holding, is also related to success. At this point the 
second research methodolog>' that one might follow is searching whether such a pattern mentioned 
in chapter seven exists in other entrepreneurial organizations. The thiid methodology for further 
research might be compounding factors in our research, factors that Chiatt and McDougall suggest 
and any additional factor coming from literature survey to test whether in what amount these 
factors exists in a set of Turkish entrepreneurial multinational companies. Only first one o f these 
three patterns we suggested is in the scope o f this project. Further research in second and third 
would make the three research a complete and comprehensive study.
Notice that, the “success” o f the firm is dependent variable here. In searching the affects o f these 
factors to success o f the firm our purpose is not only getting the right “recipe” for an international 
firm to use. However, researcher may assess the significance o f those factors in their ultimate 
contribution to the success o f the firm.
As the last command, it would be better discussing the significance o f this research. In this project 
we presented six main patterns that Pet Holding followed from 1974 to 1993. The first pattern is 
about the timing o f action. Wliy and when an entrepreneur acts is mostly a theoretical discussion 
about entrepreneurial beha\ior. Starting with Pet Holding case we try to generalize our findings on 
top o f previous hterature. This pattern is not seems to directly related to success, however con ect 
timing is the key in success. The remaining five pattern is directly related to success. In fact,
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analyzing these patterns affects on success is not a main puipose o f the thesis. Fuither research is 
needed whether those patterns are common in such films or not.
In our opinion, only one o f those patterns, clash of entrepreneur and the organization have 
negative impact on organization’s performance. The immediate result of this clash in Pet Holding 
is high turnover among top management and absence o f consistent policy making as a 
consequence. Remaining four pattern have positive impact on Pet Holding’s performance. Pet 
Holding’s main strategy in multi-nation entrepreneuring is using any o f then- sustainable 
competitive advantages in any place in world. As a result Pet Company employs hopscotch 
strategy to find and exploit market niches in any geographically protected position. In finding 
those situations and positions, Mr. Koksal uses ideas and experience o f people around him 
behaving like a magnet. At last Pet Holding establishes joint ventures with a local partner to 
overcome difficulties o f being a stranger and operating easily with a simple structure.
Some o f the main tracks o f strategy o f Pet Holding is summarized as six emerging patterns. 
Details o f these six pattern is given m chapter seven. These six patterns are not well identified in 
literature. However, some o f these patterns can be seen in other companies also and although 
some o f them may be common in entrepreneurial firms. Common patterns m entrepreneurial firms 
and their effects on firms success would be the subject o f following researches. .
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APPENDIX A
N U M B E R  O F  N E W  B U S I N E S S  E N T E R P R I S E S
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This graph shows number o f new business enterprises founded in each year.
The graph shows a clear zone o f pacification between the years 1979 and 
1989 with only one new enterprise established; Peteks foreign trade 
company.
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APPENDIX B
BARYTE PRODUCTION
After the acquisition of baryte mine, PelMa experienced low level o f ejqwrt volume for a few 
years; until the completion o f new mine processing fecilities. New production techniques 
resulted in five years of profitable operation. In these years, world baryte market also had an 
upward trend in sales. However, since PetMa’s major customers are oil producing countries, 
changes in oil extraction market caused PetMa’s sales to decrease drastically.
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Country importance graph shows, what percentage of total turnover of the holding realized 
in any o f the countries. To make numbers comparable all the calculations are done over 
100 % basis. Therefore, sum of country importance for each year equals 100 percent.
Analysis o f the above graph shows:
Importance o f Turkey decreasing.
Importance o f Former Soviet Union increasing.
Importance o f Germany nearly remains constant.
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PET COMMERCE BUREA ■ ■  PETM A 
P E TEK S  P E TK O N TU R
P ET ENGINEERING 
P E T B A U & P E T P L A N
During the course o f project, I discovered that some of the businesses o f the company are 
dominant over others for some periods. To make this idea representable, again, turnover o f  
the company is selected as basis. Assigning the turnover o f the holding 100 percent we tried 
to evaluate the weight o f each business enterprise. As it is clear, the sum o f weights are 100. 
Notice that, for some years, some o f the importances may be less than 100. For instance at 
the beginning of 1980s it is around 90. Because there are 16 smaller size enterprises of the 
company held out o f consideration to make data representable.
As reader can see from the above graph: 
1974-1979 Pet Commerce Bureau 
1979-1981 Pet Engineering 
1981-1989 PetMa Mining
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As it can be seen from the above graph. Pet Holding mostly preferred 100 percent 
ownership in its early years. In 1989, we see a change in this strat^ . After this year it has 
chosen 50 percent ownership as a joint venture strategy. This behavior can be explained 
with another approach, because after 1989, its projects, especially in oil extraction area, 
needed high level o f technical (^ability and financial power which forced them to equal 
partnership.
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CHANGES IN RISK TAKING BEHAVIOR
ft !S I  S § iO) 0> 0> O) 0)  0)
IhevanaUe chosen to define l i^  taking bdiavkir is tiie lado o f  sum o f the losses to one o f the
enteqiise to turnover o f fi» hokiing. If represent it in fiinnula 
Sumof losses in fins period
KTB= -------------------------------------------------------
Tumoverintiiatyear
Nbtioe that even fiiou^ the holding is profitaUe as a vhole tbere can be some losses in any opeiatkxL As 
seen in
srane losses in 1976. After this region risk taking bdiavic»· seems to have neaify stabilized
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REAL E S T A T E  S T R A T E G I E S
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1 9 7 5  1 9 7 7  1 9 7 9  1 9 8 1  1 9 8 3  1 9 8 5  1 9 8 7  1 9 8 9  1 9 9 1  1 9 9 3
Similar to the definition o f risk taking behavior representation, the variable chosen to 
represent real estate strategies is the ratio o f the market value o f real estates to the total value 
of assets o f the holding. That is:
Market value o f real estates
RES =
Total company assets
As seen in the above graph this ratio decreased steadily during the first 8 years o f operation, 
because a part of lands at hand were sold to finance the company. After 1982 the situation 
was reversed and the ratio above increased continuously until 1989. Since 1989 this ratio has 
remained nearly constant.
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P O P ULATION
a  U S S R GERMANY O  T U R K E Y
In the former Soviet Union and Germany the rate o f increase o f population is very dose to 
zero. In contrast, this ratio is very high in TurkQr. If the same pattern continues Turkey may 
be the second most populated country o f Europe after the Russian Federation, within the 
next 15 years. Thus, Turkey can become an important market for multinational companies 
because o f the enormous increase in domestic consumption.
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C O U N T R Y  S T A B I L I T Y
1 9 7 4 ' l | 9 7 6 ' l | 9 7 0 ' l | 9 8 C ' 1İ9 8 2 ' 1İ9 8 4 ' 1 İ98  6 ' l | 9 8 8 ' l | 9 9 0 ' l | 9 9 2 '
1 9 7 5 1 9 7 7 1 9 7 9 1 9 8 1 1 9 8 3 1 9 8 5 1 9 8 7 1 9 8 9 1 9 9 1 1 9 9 3
G E R M A N Y S O V I E T O  T U R K E Y
To measure stability a new variable is defined: according to an interview with Gökhan 
CAPOGLU Bilkent University, stability can be measured in terms o f a weighted average of 
three independent variables. These are annual changes in GNP deflator, growth rate, and 
government changes. According to these variables, Germany seems seems to be the most 
stable country during the study period. In this context, Turkey is becoming stable. In 
contrast, in former Soviet Union instability may be utilized the dominant factor as of 1993.
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C A P IT A L  A V A IL A B IL IT Y
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Capital availability is selected to represent unused financial resources at a point in time. For 
instance, unused bank credit quotas, very liquid bonds or foreign exchange at hand 
represents available capital for investment. If a firm uses its resources very productively, this 
ratio is expected to be around a few percent. This ratio can not be reduced to zero because, 
unexpected changes in the environment, force firm to remain partly liquid. Therefore, there 
are always, unused resources which are fiictional.. The variable defined to measure capital 
availability is:
Average of available resources for each year
CAV=
Turnover of that year.
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PROFITABILITY
1974 ' J976' J978 ' i960' J982 ' ]l984 ' J986' ^988 ' ]l990' ^992
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Profit is one of the hardest thing to represent, because of the enormous change of profit 
amounts during the twenty years of operation of Pet Holding. Actually, profit of first year of 
operation was 300.000,- TL. However, the profit of 1993 is expected to be around 50 billion 
TL. So change in profit is more than 165.000 times, which is not easy to represent. To make 
things easier, first of all the profit of each year is represented according to changes in consumer 
price indices. Therefore, "real" profit of each year is found. However, the changes in profit was 
again hard to represent. Then, natural logarithm of numbers evaluated. Consequendy, we 
achieved the above graph.
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SALES
As in the previous graph, to make data representable; sales of each year are represented in 
terms of real TL. In addition natural logarithm operation is done to make numbers more 
closer and representable.
As easily seen, there was a shaip increase in sales with the beginning of representation 
business. However, in 1980 sales decreased drastically when Mr. Taner left with 80 % of 
portfolio with him. After that sales show a continuous increase.
137
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L E A D E R  A N D  I N F L U E N C E R S
M R .  K O K S A L  t. i M R .  E R T U R K  M R S .  K O K S A L  I I M R S .  B İ L L U R  I I « R .  T A N E R
r ^ y'\ M R . P E H L İ V A N L I
Here we try to show which individuals occupied the most important positions of the 
holding over time. It is clear that founder Mr. Koksal is the leader in decision making. 
However, other personalities also have had crucial roles for some periods of time either as 
executors or influencers. For instance, Mr. Taner had significant effect on Mr. Koksal's 
decisions until he leave. On the other hand, some personalities were significant for only 
very short intervals. For instance, Mr. Pehlivanli was the general manager of the company 
for only eight months. As for the other personalities: Mrs. Koksal is the wife of Mr. Koksal, 
Mrs. Billur is the secretary of Mr. Koksal beginning with 1977, and Mr. Erturic is partner of 
Mr. Koksal. The values in these graph are the results of a questionnaire designed by the 
authors.
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NUMBER OF EMPLOYEES
As we see from the graph, the number of employees are very much affected from bids. 
Since construction is a labor intensive industry and most of the labor are employed in 
construction companies of the holding, the wavy shape of above graphics shows business 
cycles of construction and baryte mine businesses.
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1974 1978
LABOR RELATIONS
1982
Union Problems
1986 1990 1994
Beginning with the year 1982, the number of workers in the baryte mine near Giresun increased 
drastically. There was a tendency among employees towards unionization. Consequently, Turkish Mine 
Workers Union ( Turk Maden-is ) brougth lawsuit to force Pet Holding to allow workers in register to 
the union. At the end. Pet Holding won in court. However, after this event they gave importance to 
mechanization and the number of workers was reduced by 50.
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APPENDIX P
BUSINESS SIZE STRATEGY
1974 1978 1982 1986 1990 1994
In drawing this graph, comparison is done with an average competitors average business size for 
construction and foreign trade businesses.
The reference frame in drawing the above graph is taken from related ministries contractor 
classification method.
If we analyze the graph, we see that Pet Holding tries to do every available business from 1974 to 
1984. After 1984, they changed their business approach to more selective side. This behavior is more 
dominant after 1989.
141
APPENDIX R
DIVERSIFICATION STRATEGIES
Forward Bckwd Cone.
Conglomerate Diversification
Integration Intg. Div.
1 1 1 J 1 1 1_____________ !_____________ !____ ______ 1___________ J____
1974 1978 1982 1986 1990 1994
In this part, I tried to classify each new business according to their other activities. My aim is 
investigating the major purpose of new enteiprise by looking at already operating ones
For instance, during the first ten years of operation, we see five business enteqjrises operating in 
unrelated areas. They are Pet Commerce Bureau, Diper Chemicals, Petkontur Construction, Pet 
Engineering, and PetMa Mining. The only enteiprise founded following this era was Peteks Foreign 
Trade founded with aim of marketing the products of PetMa Mining Co. which is a clear example of 
forward integration. After 1989, we see two new backward oriented enterprise: SEK, established to 
supply necessary equipment and machineiy to other in group companies and Petis established with the
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FINANCIAL STRATEGIES
SALE OF SOME OF CREDIT AGREEMENTS WITH JOINT
THE REAL ESTATES TURKISH AND FOREIGN VENTURES
BANKS
1974 1978 1982 1986 1990 1994
In drawing this graph, the dominant financial method of each year in financing new ventures. For 
example, if more than half of necessaiy capital are supplied with credit agreements than that year is 
classified in credit financing group. The absence of accurate financial data, forced us employing 
interviews to find out which course of financial strategy used.
In tracking financial strategies, we found out three different financial strategies employed as shown 
above.
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POLITICAL ENVIRONMENT IN USSR, TURKEY, AND GERMANY 
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Here, the political periods in each country that Pet operates is given to investigate the effects of political 
changes on Pet. We call the periods according to either by using the name of the political leader m
charge or political regime dominant.
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